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PREFACE 


This  report  describes  the  key  features,  implementation  status  and  program 
impacts  of  the  Medicaid  Home  and  Community-Based  Care  waiver  program  as  of 
December  31,  1984.     Significant  new  developments  in  the  program  have  occurred 
since  the  period  covered  by  this  report.     In  particular,  HCFA  issued  final 
regulations  on  March  3,  1985  (Federal  Register,  Volume  50(49):  10013-10028) 
which  explicitly  include  acute  care  costs  in  the  cost-effectiveness  formula, 
set  limits  to  the  amount  of  Federal  reimbursement  based  on  States'  approved 
estimates,  require  States  to  obtain  independent  program  audits  and  assessments, 
and  provide  that  board  and  care  facilities  in  which  waiver  services  are 
provided  meet  local  safety  standards  established  under  Section  1616(e)  of  the 
Social  Security  Act  (the  Keys  Amendment).    These  new  waiver  program  provisions 
will  be  addressed  in  subsequent  evaluation  reports. 


Gerald  S.  Adler 
Project  Officer 


STUDIES  EVALUATING  MEDICAID  HOME  AND  COMMUNITY-BASED  WAIVER  PROGRAMS 


EXECUTIVE  SUMMARY 


Under  Section  2176  of  the  Omnibus  Budget  Reconciliation  Act  of  1981 
(P.L.  97-35),  the  Secretary  of  Health  and  Human  Services  (HHS)  may  grant 
waivers  to  States  permitting  Medicaid  reimbursement  of  home  and  community-based 
services  provided  to  individuals  who  would  otherwise  need  care  in  a  nursing 
home  or  other  institutional  setting.     As  mandated  by  the  Orphan  Drug  Act 
(P.L.  97-414 ) ,  the  Secretary  is  submitting  this  Report  to  Congress  on  the 
implementation  of  the  Section  2176  Medicaid  waiver  program  and  its  impact  on 
Medicaid  expenditures. 

The  purpose  of  this  Report  to  Congress  is  to  present  information  available 
at  an  early  stage  of  program  implementation.     It  is  based  upon  studies  which 
comprise  the  first  year  of  the  Department's  three-year  evaluation  of  the  waiver 
program.    These  studies  focus  upon:     a)  an  account  of  the  ways  in  which  States 
have  chosen  to  implement  Section  2176  waiver  programs;  and  b)  a  preliminary 
analysis  of  the  cost  consequences  of  the  waivers  based  on  the  earliest 
expenditure  reports.     The  second  and  third  years  of  the  study  will  yield 
quantitative  evidence  of  program  impacts. 

The  problem  addressed  by  the  Section  2176  waiver  program  is  of  great 
concern.     Payments  for  institutional  long-term  care  services  under  Medicaid 
amounted  to  almost  $14  billion  in  FY  1983,  accounting  for  43%  of  all  program 
costs.    The  objective  of  the  Section  2176  Medicaid  waiver  is  to  moderate 
further  cost  increases  by  providing  home  and  community-based  services  as  a 
substitute  for  nursing  home  care  to  persons  who  can  be  more  appropriately  cared 
for  in  a  non-institutional  setting  at  the  same  or  lower  cost. 

However,  there  is  also  some  concern  that  the  Section  2176  waiver  program  may 
actually  increase  Federal  expenditures  for  long-term  care.    Even  though  home 
and  community-based  care  may  be  less  costly  on  an  individual  recipient  basis, 
aggregate  Medicaid  costs  will  increase  if  the  program  results  in  the  provision 
of  a  new  range  of  services  to  persons  who  would  not  have  otherwise  used  nursing 
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home  care  funded  by  Medicaid.     Previous  research  and  demonstration  efforts  in 
home  and  community-based  care  suggest  that  achieving  program  savings  depends  on 
how  effectively  waiver  services  are  targeted.     Further,  even  if  the  Section 
2176  waiver  does  not  increase  long-term  care  expenditures  under  Medicaid,  it 
could  have  adverse  impacts  on  total  Medicaid  expenditures  or  on  total  Federal 
expenditures  for  Medicaid  and  other  programs.     Consequently,  monitoring  and 
evaluation  activities  are  underway  to  assess  the  cost  impacts  of  the  program 
and  to  develop  recommendations  for  further  program  change. 


Only  preliminary  information  on  the  implementation  of  the  Section  2176 
waiver  program,  particularly  regarding  its  impact  on  Medicaid  expenditures,  is 
available  at  this  time.    Highlights  of  findings  presented  in  this  report  are: 

•  State  response  to  the  Section  2176  waiver  program  option  has  been  en- 
thusiastic.    As  of  December  31,  1984,  the  Department  had  approved  86 
requests  in  46  Stat  es  and  the  District  of  Columbia:  an  additional  29 
requests  were  still  in  process  at  the  time. 

•  As  of  June  1,  1984,  at  least  53,317  persons  had  been  provided  home  and 
community-based  services  under  the  Section  2176  waiver.  Approximately 
34,800  of  these  persons  were  aged  or  disabled,  about  17,000  were 
developmentally  disabled,  and  about  1,500  were  chronically  mentally  ill. 
The  waiver  recipient  population  amounts  to  about  3.5%  of  the  annual 
number  of  institutionalized  long-term  care  recipients  whose  care  is 
supported  by  Medicaid  nationwide  and  is  close  to  the  projected  total 
caseload  across  all  implemented  waiver  programs.     Five  States  accounted 
for  60%  of  total  enrollment  as  of  this  date.    These  States  were  Florida, 
with  approximately  9,863  recipients,  Illinois  (6,965),  Oregon  (6,768), 
Georgia  (4,748),  and  New  York.  (3,078). 

•  Mentally  retarded  persons  are  a  particularly  important  target  group. 
While  the  34,800  aged  and  disabled  waiver  recipients  represent  only  about 
2.5%  of  the  Medicaid  ICF  and  SNF  recipient  population,  the  17,000 
developmentally  disabled  waiver  recipients  already  equal  11.3%  of  the 
ICF-MR  population.    Mentally  retarded  and  other  developmentally  disabled 
persons  comprise  about  one-third  of  all  waiver  recipients. 

•  According  to  projections  made  in  waiver  requests  approved  through  June  1, 
1984,  States  estimated  that  their  Section  2176  waiver  programs  would 
reduce  their  nursing  home  populations  by  approximately  54,868  recipients 
in  the  first  year,  or  5.2%  of  their  nursing  home  recipient  population  in 
the  levels  of  care  served  under  the  waiver. 

•  In  waiver  applications,  States  projected  first  year  costs  for  waiver 
services  of  $302.5  million,  reductions  in  nursing  home  expenditures  of 
$705.9  million,  and  total  net  savings  of  $403.4  million.    Over  40%  of  all 
net  savings  were  projected  to  result  from  reduced  ICF-MR  expenditures. 
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e    Many  States  experienced  delays  in  implementing  their  Section  2176  waiver 
programs.    One  reason  for  these  delays  is  that  administration  of  State 
waiver  programs  is  frequently  divided  between  State  Medicaid  agencies  and 
State  Agencies  on  Aging  or  State  Mental  Health/Mental  Retardation 
Agencies.     Consolidation  of  waiver  program  operations  between  State 
agencies  was  often  the  first  step  in  the  implementation  process,  and  this 
often  took  time  to  develop. 

•    Section  2176  waiver  programs  are  highly  diverse.    Target  populations, 
screening  criteria,  case  management  systems,  service  delivery  networks, 
and  reimbursement  methods  differ  widely.     Some  States  impose  restrictive 
targeting  criteria  to  increase  the  likelihood  that  waiver  recipients 
would  have  been  institutionalized  but  for  the  program.     Other  States  only 
require  that  waiver  recipients  would  otherwise  qualify  for  nursing  home 
admission.     Consequently,  it  is  reasonable  to  expect  a  wide  range  of 
Impacts  across  the  spectrum  of  approved  programs.    Waiver  programs  are 
also  evolving  fairly  quickly  as  States  gain  experience  with  the  delivery 
of  home  and  community-based  services  through  Medicaid. 

9    Due  to  delays  in  program  implementation  and  lags  in  the  submission  of 
annual  reports  on  waiver  program  expenditures,  data  on  the  actual  cost 
Impacts  of  the  program  are  extremely  sketchy  at  this  date.  Through 
October  of  1984,  only  16  State  Annual  Reports  on  the  waiver  (HCFA  371s) 
had  been  accepted  by  HCFA.     Comparisons  between  HCFA  371s  and  waiver 
formula  projections  showed  that  actual  waiver  program  experience  often 
differed  substantially  from  estimates  made  in  State  waiver  applications. 
Using  waiver  formulas  as  the  basis  for  assessing  program  savings, 
analysis  of  the  HCFA  371s  showed  that  waiver  programs  serving  the 
developmentally  disabled  were  more  likely  to  achieve  significant 
reductions  in  Medicaid  long-term  care  expenditures  (between  5%  and  20%), 
whereas  waiver  programs  serving  the  aged  and  disabled  were  more  likely  to 
show  marginal  savings  or  a  budget  neutral  effect.     Since  only  three 
reports  on  total  Medicaid  expenditures  for  waiver  recipients  (HCFA  372s) 
had  been  accepted  by  HCFA  as  of  this  date,  the  analysis  did  not  take  into 
account  potential  impacts  on  total  Medicaid  costs. 

©    HCFA  monitoring  of  Section  2176  waiver  programs  has  found  that  States  are 
generally  implementing  the  program  in  conformance  with  statutory  require- 
ments.    The  most  significant  problem  area  identified  was  in  the  area  of 
financial  accountability.     Many  States  were  initially  unaware  that  they 
would  also  be  required  to  account  for  the  costs  of  non-waiver  Medicaid 
services  provided  to  waiver  recipients,  and  did  not  set  up  adequate  data 
systems  for  tracking  these  costs.    Serious  problems  in  State  performance 
were  more  likely  to  occur  when  the  lead  administering  State  agency  had  no 
prior  experience  with  the  delivery  of  services  under  Medicaid,  and  when 
the  State  Medicaid  agency  was  not  maintaining  sufficient  oversight  of 
waiver  program  operations.    Annual  assessments  of  Section  2176  waiver 
programs  conducted  by  HCFA  Regional  Offices  are  requiring  corrective 
actions  be  taken  by  States  to  maintain  financial  accountability.  In 
addition,  HCFA  procedures  for  extending  Section  2176  waivers  include 
criteria  for  assessing  State  financial  accountability  before  approving  a 
waiver  extension  request. 
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As  part  of  a  larger  research  effort  to  assess  the  impact  of  recent 
legislative  changes  in  Medicaid,  the  Department  is  conducting  a  thorough 
evaluation  of  the  Section  2176  waiver  program.    The  evaluation  will  collect 
data  in  addition  to  the  routine  reporting  data  and  monitoring  information  being 
collected  by  the  Department.     These  data  will  be  used  to  conduct  more  detailed 
analyses  of  program  impacts  at  several  levels:  individual,  local,  State,  and 
national.    The  evaluation  will  also  examine  quality  of  care  issues  in  the 
waiver  program  as  well  as  cross-program  impacts  between  Medicaid  and  other 
programs  such  as  SSI,  Medicare  and  the  Social  Services  Block  Grant. 
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Chapter  1 


INTRODUCTION 


In  response  to  rapidly  escalating  costs  for  medical  assistance,  the  Omnibus 
Budget  Reconciliation  Act  (OBRA)  of  1981  (P.L.  97-35)  made  extensive  changes  to 
the  Medicaid  program.     Of  these  changes,  perhaps  the  one  with  the  greatest 
implications  is  Section  2176,  A  Waiver  to  Provide  Home  and  Community-Based 
Services  for  Certain  Individuals  (Appendix  1).     Under  Section  2176,  the 
Secretary  of  Health  and  Human  Services  (HHS)  may  grant  waivers  to  States 
permitting  Medicaid  reimbursement  for  home  and  community-based  services 
provided  to  specific  target  groups.     This  increased  flexibility  in  service 
coverage  was  offered  to  States  with  the  expectation  that  home  and 
community-based  services  could  substitute  for  institutional  care  in  targeted 
populations  without  increasing  aggregate  expenditures. 

The  Department  presents  this  report  in  response  to  the  Congressional 
mandate  of  the  Orphan  Drug  Act  (P.L.  97-414)  which  requires  the  Secretary  to: 

"...report  the  results  of  studies  currently  evaluating  home  and 
community-based  health  services,  and  any  recommendations  for 
legislative  action  which  might  improve  the  provision  of  such 
services,  to  the  Congress  prior  to  January  1,  1985."^ 

This  Report  to  Congress  describes  the  implementation  of  the  Section  2176  Home 
and  community-based  Medicaid  waiver  program  to  date,  presents  preliminary  data 
from  ongoing  monitoring  and  evaluation  efforts.     The  report  is  based  on  early 


P.L.  97-414,  Section  339(b),  which  amends  Section  6(b)  Part  D  of  Title  III 
of  the  Public  Health  Service  Act. 


Prepared  by  Gerald  Adler,  Office  of  Research  and  Demonstrations,  Health  Care 
Financing  Administration,  with  contractual  support  from  La  Jolla  Management 
Corporation  (Bruce  Steinhardt,  Project  Director)  and  SysteMetrics ,  Inc 
(Brian  Burwell,  Project  Director).: 
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returns  from  the  Department's  three-year  evaluation  of  the  Section  2176  waiver 
program.  Further  studies  in  the  sequence  will  yield  quantitative  evidence  of 
program  impacts. 


Statutory  Provisions  of  OBRA  1981,  Section  2176. 


The  major  policy  change  made  by  Section  2176  of  OBRA  1981  is  an  expansion 
in  the  range  of  services  eligible  for  Medicaid  reimbursement  for  specific 
individuals.     Traditionally,  States  have  only  been  permitted  to  provide 
Medicaid  reimbursement  for  "medically  oriented"  services.     However,  a 
substantial  number  of  aged  and  disabled  persons  enter  nursing  homes  because  the 
home  and  community-based  services  needed  to  maintain  them  in  non-institutional 
settings  are  not  available  under  Medicaid.     The  services  needed  to  maintain 
frail  elderly  and  disabled  persons  in  non-institutional  settings  are  frequently 
non-medical  in  nature,  such  as  homemaker/home  health  aide  services, 
transportation  services,  respite  care,  and  case  management.     Since  the  cost  of 
these  services  is  generally  less  than  the  cost  of  nursing  home  care,  this 
expansion  of  service  coverage  under  Section  2176  may  result  in  Medicaid  program 
savings  if  it  effectively  substitutes  for  nursing  home  care. 


In  addition  to  expanding  the  range  of  services  which  States  may  cover  under 
Medicaid,  Section  2176  gave  States  greater  flexibility  in  deciding  who  may 
receive  them.     In  general,  all  persons  who  meet  financial  and  categorical 
eligibility  criteria  are  entitled  to  comparable  Medicaid  services;  Section  2176 
allows  the  States  to  select  waiver  recipients  with  the  specific  goal  of 
targeting  services  to  persons  who  are  otherwise  likely  to  require  nursing  home 
care.     They  may  thus  go  beyond  financial  and  categorical  criteria  in 
determining  eligibility,  and  include  medical,  functional,  and  social  factors 
which  put  people  at  risk  of  nursing  home  placement.     The  strength  of  an 
applicant's  informal  support  network  may,  for  example,  be  a  factor  in  deciding 
whether  to  provide  these  services.     Further,  States  have  expanded  flexibility 
in  deciding  which  waiver  services  will  be  provided  to  which  clients,  based  on 
an  assessment  of  individual  needs.     Under  a  waiver  of  statewideness ,  States  can 
also  limit  their  Section  2176  waiver  programs  to  designated  geographical  areas. 
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To  be  granted  a  Section  2176  waiver,  the  statute  requires  that  States: 

o    establish  necessary  safeguards  to  protect  the  health  and  welfare  of 
individuals  provided  services  under  the  waiver; 

•  establish  procedures  for  assessing  the  need  for  services  for  all  program 

applicants; 

©    assure  that  all  persons  determined  eligible  for  the  program  are  informed  of 
their  choice  between  community-based  and  nursing  home  care; 

©    demonstrate  that  average  per  capita  costs  for  long-term  care  under  the 
waiver  will  not  exceed  reasonable  estimates  of  average  per  capita  costs 
which  would  be  incurred  if  the  waiver  is  not  granted; 

*  assure  financial  accountability  for  funds  expended  under  the  waiver;  and 

«    assure  compliance  with  a  data  collection  plan  on  the  impact  of  the  waiver 
designed  by  HHS . 

In  their  applications  for  Section  2176  waivers,  States  are  also  required  to 
project  program  caseloads,  estimate  the  per  capita  costs  of  serving  waiver 
program  clients,  and  show  expected  impacts  on  nursing  home  utilization  and 
expenditures.     Once  granted,  waivers  are  in  effect  for  three  years  and  are 
renewable.     The  first  Section  2176  waiver  was  granted  to  the  State  of  Oregon  on 
December  23,  1981. 

While  most  of  the  attention  among  policymakers  has  focused  on  what  impact 
the  Section  2176  waiver  program  will  have  on  aggregate  Medicaid  expenditures,  a 
reading  of  the  Committee  Reports  accompanying  the  legislation  makes  clear  that 
Congress  intended  the  program  to  effect  other  changes  in  the  delivery  of 
long-term  care  services  under  Medicaid  as  well.^    The  program  was  intended  to 
stimulate  the  establishment  of  nursing  home  pre-admission  screening  programs 
which  would  help  prevent  avoidable  nursing  home  admissions.     Better  continuity 
of  care  between  institutional  facilities  and  community-based  providers  was 
another  program  objective.     In  requiring  individual  plans  of  care  for  each 
recipient  of  waiver  services,  Congress  intended  to  promote  better  coordination 


Congressional  Committee  Reports  and  Supplementary  Material,  Medicare  and 
Medicaid  Amendments  of  1981.     Medicare  and  Medicaid  Guide:  1980-1982 
Amendments .     Commerce  Clearing  House,  1983,  pp.  8799-45  to  8799-54. 
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of  long-term  care  services,  and  thus  tailor  them  more  closely  to  the  service 
needs  of  clients.     Similarly,  the  diversification  of  services  provided  under 
the  waiver  was  intended  to  increase  the  opportunities  for  long-term  care 
recipients  to  choose  the  residential  setting  in  which  they  will  live,  and  the 
services  they  will  receive.     Congress  also  hoped  that  States  would  experiment 
with  innovative  reimbursement  mechanisms  for  financing  home  and  communi ty- based 
services,  and  that  the  program  would  lead  to  more  thorough  evaluations  of  the 
relative  costs  of  institutional  and  community-based  care.     Congress  also 
clearly  specified  that  the  Section  2176  waiver  program  could  be  used  to  further 
promote  Federal  and  State  deinstitutionalization  policies  for  the 
developmentally  disabled. 

Limited  Information  on  Program  Impacts  Available 

This  report  presents  available  information  on  the  implementation  of  the 
Section  2176  waiver  program  through  November  1,   1984.     The  report  draws  on  a 
variety  of  data  sources,  including  original  and  amended  waiver  applications, 
routine  annual  reports  submitted  by  States,  assessments  conducted  by  HCFA 
Regional  Office  staff,  and  preliminary  information  collected  in  the 
Department's  evaluation  of  the  program. 

The  report's  findings  on  program  effects  are  extremely  limited,  primarily 
due  to  the  fact  that  the  implementation  of  the  program  is  still  in  its  early 
stages.    The  Section  2176  waiver  has  generated  a  high  rate  of  response  from 
States  over  the  last  three  years;  all  but  two  States  have  submitted  at  least 
one  waiver  request.     However,   the  actual  number  of  persons  being  served  by  the 
program  is  still  relatively  small  at  this  date.     It  has  taken  some  time  for 
States  to  get  their  2176  waiver  programs  fully  operational.     There  have  also 
been  substantial  lags  in  the  submission  of  required  enrollment  and  expenditure 
reports  by  participating  States. 

Consequently,   the  assessment  of  program  impacts  is  still  inconclusive  at 
the  present  time.     It  is  important  to  note  that  the  evaluation  of  whether  home 
and  community-based  service  programs  effectively  substitute  for  institutional 
care  involves  relatively  complex  evaluation  methodologies.     More  definitive 
findings  from  the  Department's  three-year  evaluation  of  the  Section  2176  waiver 
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will  become  available  as  implementation  of  the  program  gathers  momentum  over 
the  next  few  years,  and  as  more  data  are  available.     The  Department  will  relay 
these  evaluation  findings  to  the  Congress  as  they  become  available. 

Comprehensive  Evaluation  of  Waiver  Program  Now  Underway 

HHS  is  conducting  a  three-year  comprehensive  evaluation  of  the  Section  2176 
waiver  program,  which  will  examine  program  impacts  at  several  levels.    At  the 
national  level,  the  study  is  analyzing  overall  trends  in  nursing  home 
utilization  and  expenditures  by  Medicaid  recipients  before  and  after 
implementation  of  the  program.     Comparisons  will  be  made  of  aggregate  long-term 
care  expenditures  by  target  group  between  States  with  operational  waiver 
programs  and  States  without  Section  2176  waivers.    At  the  State  and  regional 
levels,  the  impact  of  waiver  programs  on  the  demand  for  institutional  care  is 
being  assessed.    This  includes  assessing  impacts  on  the  supply  of  nursing  home 
beds,  examining  what  effect  the  program  may  be  having  on  reducing  the  backlog 
of  persons  awaiting  nursing  home  placement  in  hospitals,  and  making  comparisons 
of  nursing  home  utilization  by  Medicaid  recipients  in  geographical  areas  with  a 
high  supply  of  home  and  community-based  services  and  areas  where  waiver 
services  are  not  yet  available.     For  waiver  programs  serving  the 
developmentally  disabled  population,  the  evaluation  will  assess  what  impact  the 
program  is  having  on  the  continued  reduction  of  State  institutional 
populations,  and  the  overall  supply  of  ICF-MR  beds.     At  the  person  level,  the 
evaluation  will  examine  the  characteristics  of  individuals  receiving  waiver 
services  to  assess  whether  such  individuals  possess  characteristics  which  put 
them  at  imminent  risk  of  nursing  home  placement  if  home  and  community-based 
care  were  not  available.     This  last  level  of  analysis  will  be  conducted  in 
three  selected  States  where  person-based  data  are  available  through  HCFA's 
Tape-to-Tape  data  base. 

While  the  assessment  of  the  cost  impacts  of  the  Section  2176  waiver  program 
is  the  primary  focus  of  the  evaluation  study,  other  issues  are  being  examined 
as  well.     The  study  is  examining  the  care  standards  which  States  have 
established  for  recipients  of  waiver  services  and  the  mechanisms  which  are 
being  employed  to  assure  that  quality  care  is  provided.     A  longitudinal 
analysis  of  waiver  recipients  is  being  conducted  to  track  individual  client 
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outcomes,  to  identify  factors  which  account  for  turnover  in  the  program 
caseload,  and  to  look  at  how  the  service  needs  of  clients  may  change  over 
time.     Finally,  the  study  is  also  looking  at  cross-program  impacts  of  the 
waiver  program,  since  many  recipients  of  waiver  services  receive  support  from 
other  sources,  such  as  Medicare  home  health  services Supplemental  Security 
Income  (SSI),  services  funded  under  the  Older  Americans  Act,  and  State-funded 
services  not  eligible  for  reimbursement  under  the  waiver  (e.g.  vocational 
training  for  the  mentally  retarded). 

Data  Sources  for  This  Report 

The  information  presented  in  this  report  draws  upon  a  variety  of  data 
sources  on  the  Section  2176  waiver  program.    The  description  of  waiver  programs 
presented  in  Chapter  3  is  based  upon:     a)  an  abstraction  of  Information 
contained  in  State  waiver  applications;  b)  a  mail  survey  of  operational 
programs  conducted  in  the  summer  of  1984;  and  c)  phone  surveys  of  States  to 
verify  information  contained  in  waiver  applications  and  in  the  mail  survey. 
The  expenditure  analyses  presented  in  Chapter  4  rely  upon:     a)  estimates  of 
waiver  program  expenditures  and  impacts  provided  by  States  in  their  waiver 
applications;  and  b)  data  provided  by  States  which  have  reported  their  first  or 
second  year  of  waiver  program  operations  on  HCFA  Form  371 — Annual  Report  for 
Home  and  Community-based  Services  Waivers.     In  addition,  States  are  required  to 
submit  HCFA  Form  372— -Annual  Expenditures  Report  for  Home  and  Community- based 
Services.     However,  as  of  September  15,   1984,  only  three  HCFA  372  reports  had 
been  accepted  by  HCFA,  and  therefore  no  presentation  of  these  data  is  included 
in  this  report.     Information  in  Chapter  5  is  primarily  drawn  from  reports 
submitted  by  HCFA  Regional  Offices  on  State  assessments  of  Section  2176  waiver 
programs . 

These  are  data  sources  which  are  available  at  the  present  time.  Additional 
sources  of  data  are  being  used  in  the  three-year  evaluation  study. 
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Organization  of  Report 


Chapter  2  of  this  report  provides  background  information  on  the  rising 
Medicaid  costs  for  nursing  home  care  and  on  the  policy  context  of  the  Section 
2176  waiver  program,  and  presents  the  evaluation  issues  to  be  addressed. 
Chapter  3  summarizes  the  characteristics  of  approved  waiver  programs,  and 
discusses  some  of  the  problems  which  States  have  encountered  in  implementing 
their  programs.     Chapter  4  provides  an  analysis  of  projected  program  impacts 
using  data  supplied  in  State  waiver  applications,  gives  a  status  report  on 
Section  2176  program  enrollment,  and  analyzes  cost  data  from  a  small  number  of 
programs.     Findings  from  program  monitoring  activities  and  some  preliminary 
observations  about  the  cost-effectiveness  of  the  waiver  program  are  presented 
in  Chapter  5. 
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Chapter  2 
BACKGROUND 


The  financing  of  long-term  institutional  care  has  been  a  major  factor 
underlying  the  rapid  growth  in  Medicaid  expenditures  over  the  last  ten  years. 
This  trend  is  the  impetus  behind  a  number  of  HHS  policy  initiatives  to  develop 
more  cost-effective  policies  for  providing  medical  assistance  to  eligible 
beneficiaries  in  need  of  long-term  care.     The  need  for  new  policies  is  evident 
from  a  consideration  of  the  following  statistics: 

©    While  the  legislative  mandate  of  the  Medicaid  program  is  to  provide  medical 
assistance  to  the  nation's  poor,  over  half  of  the  nation's  entire  nursing 
home  resident  population  has  some  portion  of  its  bill  paid  for  by 
Medicaid; * 

©    Almost  half  (49%)  of  all  institutional  long-term  care  expenditures  are  paid 
for  by  Medicaid; * 

•    Expenditures  for  nursing  home  care  (including  ICF-MR  care)  comprise  an 
increasing  proportion  of  total  Medicaid  costs.     In  FY  1973,  payments  to 
nursing  homes  were  about  $3  billion,  and  accounted  for  34%  of  total 
Medicaid  expenditures;   in  FY  1983,  payments  totalled  $13.9  billion  and 
accounted  for  43%  of  all  costs ;^ 

®    If  current  utilization  trends  continue,  the  Medicaid  costs  of  nursing  home 
care  will  rise  even  more  rapidly  in  the  future  than  they  have  in  the  recent 
past.     By  1990,  if  current  trends  continue  and  major  policy  changes  are  not 
made,  the  Medicaid  nursing  home  bill  will  more  than  double  to  approximately 
$28.6  billion;4 


Long  Term  Care:     Background  and  Future  Directions.    Health  Care  Financing 
Administration,  Office  of  Legislation  and  Policy,  January  1981. 

Freeland,  M.  &  Schendler,  C.  "Health  Spending  in  the  1980's:     Integration  of 
Clinical  Practice  Patterns  with  Management."    Health  Care  Financing  Review 
5(3):  1-68,  Spring  1984. 

HCFA  2082  data,  Bureau  of  Data  Management  and  Strategy. 
Freeland  and  Schendler,  op.  cit. 
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•    The  longer  term  outlook  is  even  more  serious,  since  the  size  of  the 

nation's  elderly  population  is  not  expected  to  reach  its  peak  until  the 
year  2030.    While  the  total  population  is  projected  to  increase  by  40%  over 
this  period,  the  elderly  population  will  more  than  double,  and  the 
population  at  highest  risk  of  nursing  home  placement — persons  of  age  85  and 
over — will  almost  triple.-* 

•      Medicaid  has  also  become  the  largest  payor  of  institutional  care  for  the 
developmen tally  disabled  as  a  result  of  the  development  of  Intermediate 
Care  Facilities  for  the  Mentally  Retarded  (ICF-MRs)  and  the  conversion  of 
State  institutions  for  the  mentally  retarded  to  ICF-MR  certification. ^ 
Utilization  of  nursing  homes  by  the  chronically  mentally  ill  has  also 
increased  as  a  result  of  State  deinstitutionalization  policies. 

In  sum,  the  burden  of  one  of  the  most  challenging  areas  of  social  policy 
in  this  generation  and  the  next — meeting  the  service  needs  of  a  growing 
population  of  persons  with  long-term  disability — is  falling  heavily  on  the 
Medicaid  program. 

To  meet  the  growing  demand  for  long-term  care  services,  policymakers  have 
recognized  the  need  to  allocate  increased  resources  to  non-institutional 
alternatives  to  nursing  home  care.    While  the  Section  2176  waiver  program  is 
the  most  recent  example  of  this  shift  in  long-term  care  financing  policy,  it  is 
important  to  recognize  that  funding  for  home  and  community-based  care  is  also 
provided  through  other  Departmental  programs.    The  expansion  of  home  health 
benefits  under  Medicare  has  allowed  an  increasing  number  of  hospital  patients 
to  be  discharged  to  the  community  for  short-term  rehabilitation.    Most  States 
also  use  a  substantial  portion  of  the  funds  provided  through  the  Social 
Services  Block  Grant  (FY  1984  funding  of  $2.7  billion)  and  Title  III  of  the 
Older  Americans  Act  ($674  million)  to  support  home  and  community-based  services 
for  the  aged  and  disabled.    However,  these  programs  have  generally  not  been 
coordinated  with  Medicare  and  Medicaid  at  the  local  level.     Indeed,  the 
fragmentation  of  funding  sources  for  home  and  community-based  services  has  been 


Fox,  P.D.  and  Clauser,  S.B.  "Trends  in  Nursing  Home  Expenditures: 
Implications  for  Aging  Policy."    Health  Care  Financing  Review  2(2):  65-70, 
Fall  1980. 

Short-Term  Evaluation  of  Medicaid:     Selected  Issues.     HCFA  Pub.  No.  03186, 
Office  of  Research  and  Demonstrations,  HCFA,  October  1984. 
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a  frequent  criticism  of  the  long-term  care  financing  system.'     Questions  have 
been  raised  regarding  the  degree  to  which  home  and  community-based  services 
provided  under  the  Social  Services  Block  Grant  and  the  Older  Americans  Act  are 
targeted  to  persons  who  are  at  risk  of  entering  a  nursing  home.^ 

States  have  also  used  other  service  categories  under  the  regular  Medicaid 
program  (e.g.  personal  care  services,  home  health  services,  adult  day  health 
services)  to  expand  the  availability  of  non-institutional  services  for  their 
long-term  care  populations.     However,  when  a  State  includes  these  services 
within  its  regular  State  Medicaid  plan,   it  does  not  have  the  flexibility  to 
determine  how  the  services  should  be  targeted.     Under  the  Section  2176  waiver 
program,  targeting  is  not  only  permitted,  it  is,  in  fact,  encouraged. 

Consequently,  in  addition  to  evaluating  the  cost-effectiveness  of  home  and 
community-based  services  as  an  alternative  to  nursing  home  care,  other  policy 
issues  inherent  within  the  Department's  evaluation  of  the  Section  2176  waiver 
program  are:     a)  whether  the  Medicaid  program  is  more  or  less  appropriate  as  a 
financing  mechanism  for  home  and  community-based  services  than  other  financing 
methods;  and  b)  whether  Federal  funding  of  home  and  community-based  care  should 
be  consolidated  into  fewer  programs. 

Medicaid  Nursing  Home  Trends:  1975-1982 

In  1982,  the  year  in  which  the  first  Section  2176  waiver  programs  came  into 
operation,  approximately  one  and  half  million  persons  had  some  portion  of  their 
nursing  home  bill  paid  for  by  Medicaid.     About  three-fourths  of  these  persons 
were  over  65  years  of  age,  and  about  one-fourth  were  non-elderly  persons  with 
varying  disabilities.    Overall,  nursing  home  recipients  comprised  7.3%  of  the 
total  Medicaid  recipient  population  in  1982,  yet  they  accounted  for  at  least 
43%  of  all  Medicaid  expenditures — more  when  their  non-institutional  costs  are 
included . 


GAO .     The  Elderly  Should  Benefit  from  Expanded  Home  Health  Care  But 
Increasing  These  Services  Will  Not  Insure  Cost  Reductions,  GAO/IPE-83-1 , 
December  7,  1982. 

GAO .  Entering  a  Nursing  Home:  Costly  Implications  for  Medicaid  and  the 
Elderly,  PAD-80-12,  November  26,  1979. 
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The  Medicaid  nursing  home  population  is  distributed  among  recipients  of 
Skilled  Nursing  Facilities  (SNFs),  Intermediate  Care  Facilities  (ICFs),  and 
Intermediate  Care  Facilities  for  the  Mentally  Retarded  (ICF-MRs).9    In  1982, 
about  half  of  all  Medicaid  nursing  home  recipients  received  ICF  care,  about  40% 
received  SNF  care ,  and  about  10%  were  residents  of  ICF-MRs  (Table  1). 


Table  1 

Distribution  of  Medicaid  Nursing  Home  Recipients;  1982 
Total  =  1,472,621  recipients 


SNF 

ICF 

ICF-MR 

TOTAL 

Aged 

31% 

42% 

1% 

74% 

Disabled 

7% 

9% 

10% 

26% 

Total 

38% 

51% 

11% 

100% 

Source:     Short  Term  Evaluation  of  Medicaid,  HCFA,  ORD. 

Since  1975,  the  Medicaid  nursing  home  population  has  been  growing  at  an 
Annual  Compound  Rate  of  Growth  (ACRG)  of  1.0%,  or  about  13,600  recipients 
annually,  on  average.     In  contrast,  the  total  Medicaid  recipient  population 
declined  slightly  over  this  same  time  period  (-0.3%  ACRG).     The  number  of  SNF 
recipients  receiving  Medicaid  has  been  declining  (-1.7%  ACRG),  while  the 
number  of  ICF  recipients  has  been  steadily  increasing  (1.7%  ACRG).     The  most 
rapid  growth  has  occurred  in  the  ICF-MR  population,  which  grew  from  about 
68,000  recipients  Co  about  149,000  recipients  between  1975  and  1982,  an  ACRG 
of  11.9%  (Table  2).     The  growth  in  the  ICF-MR  population  is  not  due  to  real 
increases  in  the  number  of  mentally  retarded  persons  in  institutions,  but  is 
primarily  attributable  to  the  certification  of  existing  State  institutions  for 
the  retarded  as  ICF-MRs,  making  them  eligible  for  Medicaid  reimbursement. 


For  expositional  reasons  only,  the  term  "nursing  home"  is  used  in  this 
report  synonoraously  with  "institutional  long-term  care"  to  refer  to  Skilled 
Nursing  Facilities  (SNFs),  Intermediate  Care  Facilitities  (ICFs),  and  to 
Intermediate  Care  Facilities  for  the  Mentally  Retarded  (ICF-MRs).  However, 
an  ICF-MR  is  in  no  sense  a  "nursing  home"  in  regard  to  its  clientele, 
services  provided,  or  facility  characteristics.     As  many  of  the  policy  issues 
relating  to  ICF-MRs  differ  from  those  relating  to  ICFs  and  SNFs,  policy 
issues  relating  to  Section  2176  waiver  programs  for  the  developmentally 
disabled  and  for  the  impaired  aged  differ  as  well,  as  reflected  throughout 
this  report. 
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Table  2 

Trends  in  Medicaid  Nursing  Home  Recipients,  Expenditures, 
and  Costs  Per  Recipient,  By  Level  of  Care:  1975-1982 


Recipients 
ACRG:  1975-1982 


Expenditures 
ACRG:  1975-1982 


Costs  Per  Recipient 
ACRG:  1975-1982 


Total 
Nursing  Total 
SNF        ICF        ICF-MR        Homes  Medicaid 


-  1.7%    +  1.7%    +11.9%      +  1.0% 


+  8.9      +14.9      +37.1  +15.5 


+10.8      +13.0      +22.6  +14.4 


-  0.3% 


+13.3 


+13.6 


Source:     Short-Term  Evaluation  of  Medicaid,  HCFA,  ORD. 

Note:        The  medical  component  of  the  Consumer  Price  Index  increased  at 
an  ACRG  of  10.0%  between  1975  and  1982. 

While  the  general  trend  in  the  size  of  the  Medicaid  nursing  home 
population  is  clearly  upward,  annual  increases  in  the  population  have  not  been 
constant.     For  example,  the  Medicaid  nursing  home  population  actually  declined 
by  about  64,000  recipients  between  FY  1981  and  FY  1982  (when  only  a  few  waiver 
programs  were  becoming  operational),  underscoring  the  fact  that  there  are  a 
number  of  factors  which  affect  the  use  of  nursing  homes  by  Medicaid 
beneficiaries,  the  Section  2176  waiver  program  being  only  one.     A  major 
methodological  problem  in  assessing  the  impacts  of  the  Section  2176  waiver 
program  is  in  distinguishing  the  impacts  of  this  particular  program  from  other 
factors  which  also  affect  nursing  home  use  by  Medicaid  enrollees. 


In  1982,  Medicaid  paid  $4.4  billion  for  SNF  care,  $5.0  billion  for  ICF 
care,  and  $3.5  billion  for  ICF-MR  care.     Since  1975,  payments  for  nursing  home 
care  have  been  increasing  at  an  ACRG  of  15.5%,  higher  than  the  overall  rate  of 
increase  in  Medicaid  costs  (ACRG  13.3%).     However,  expenditure  trends  become 
more  clearly  focused  when  disaggregated  by  level  of  care  (Table  2).     The  most 
rapid  growth  has  occurred  in  expenditures  for  ICF-MR  care,  which  increased  at 
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at  a  rate  of  over  37%  annually.     Overall,  ICF-MR  expenditures  increased  almost 
ten-fold  between  1975  and  1982,  from  about  $380  million  to  $3.5  billion.  If 
expenditures  for  ICF-MR  are  excluded,  payments  for  nursing  home  care  would  have 
remained  a  constant  proportion  of  total  Medicaid  costs  since  1975.^  As 
previously  mentioned,  the  rapid  growth  in  ICF-MR  expenditures  over  this  period 
is  primarily  attributable  to  the  certification  of  State  institutions  for  the 
retarded  as  ICF-MRs,  which  made  them  eligible  for  Federal  matching  payments, 
after  the  ICF-MR  program  was  added  to  Medicaid  in  1972. 

The  Policy  Context  of  Section  2176 

Four  fundamental  problems  in  the  financing  of  long-term  care  services 
contribute  to  rising  Medicaid  costs  for  nursing  home  care: 

•  Absence  of  long-term  care  insurance.     In  contrast  to  acute  care,  where  in 
1980  Medicare  and  private  insurance  combined  to  cover  nearly  92  percent  of 
the  elderly' s  hospital  bill,  Medicare  and  private  insurance  covered  only  3 
percent  of  all  nursing  home  costs  in  that  same  year.    This  lack  of  long-term 
care  insurance  coverage  creates  catastrophic  costs  for  individuals  who  enter 
nursing  homes  as  private  pay  clients  and  then  spend  down  to  Medicaid 
eligibility  levels.    This  in  turn  creates  large  financial  pressures  on  State 
Medicaid  programs. 

•  Institutional  bias  in  flow  of  public  expenditures.    Persons  with  limited 
incomes  who  are  in  need  of  long-term  care  services  can  more  easily  qualify 
for  medical  assistance  under  Medicaid  by  entering  a  nursing  home  than  by 
staying  at  home.     In  both  those  States  which  employ  the  Medically  Needy 
option  and  in  those  which  do  not,  there  are  a  number  of  Medicaid  and  SSI 
eligibility  provisions  which  serve  as  incentives  for  nursing  home  placement. 

•  Fragmented  financing  and  delivery  of  home  and  commmuni ty-based  services. 
There  is  a  separation  among  delivery  systems  for  acute  care,  nursing  home 
care  and  community-based  long-term  care.     Consequently,  it  is  often  the 
responsibility  of  the  individual  in  need  of  care  or  family  members  to  find, 
coordinate,  and  manage  the  set  of  services  necessary  to  keep  the  individual 
out  of  an  institution.     This  can  be  an  overwhelming  task. 

•  Reimbursement  systems  that  do  not  encourage  efficient  behavior. 
Historically,  most  reimbursement  systems  for  long-term  care  services  have 
been  cost  based.     While  most  States  are  now  switching  over  to  prospective 
reimbursement  systems  for  nursing  homes,  these  systems  generally  do  not 
reward  nursing  home  operators  for  diverting  or  discharging  patients  to  home 
and  community-based  care.     In  fact,  they  reward  nursing  home  operators  who 
serve  the  lower  cost,  easy  care  patients  who  may  be  the  most  appropriate 
candidates  for  community-based  services. 


Short-Term  Evaluation  of  Medicaid,  op.  cit. 
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In  the  1970s,  policymakers  began  to  see  the  potential  of  increased 
financing  of  home  and  community-based  services,  combined  with  case  management 
services,  as  a  way  to  increase  the  cost-effectiveness  of  publicly  financed 
long-term  care.     The  Department,  in  cooperation  with  States,  initiated  a  series 
of  research  and  demonstration  projects  to  learn  more  about  the 
cost-effectiveness  of  home  and  community-based  care.^     These  research  and 
demonstration  efforts  have  attempted  to  answer  the  following  policy  questions: 

©    Can  home  and  community-based  services  be  targeted  only  to  persons  who  are 
otherwise  likely  to  enter  a  nursing  home,  thereby  substituting  home  and 
community-based  care  for  nursing  home  care,  or  do  home  and  community-based 
services  primarily  add  on  to  pre-existing  utilization  levels? 

•  Do  publicly-provided  services  reinforce  care  provided  by  family  and  friends 
(informal  care)  or  do  they  substitute  for  informal  care? 

®     Is  a  health  benefit  package  that  includes  home  and  community-based  services 
more  expensive  than  a  narrower  benefit  package  that  does  not? 

•  Do  home  and  community-based  services  improve  patient  outcomes? 

Funded  primarily  through  Section  1115  waivers,  the  demonstration  projects 
experimented  with  various  screening  and  referral  methods,  service  delivery 
networks,  and  service  packages  in  providing  home  and  community-based  services 
to  at  risk  populations.     Several  of  the  projects  utilized  randomized  control 
groups  of  persons  who  did  not  receive  home  and  community-based  services,  and 
then  compared  institutionalization  rates  between  experimental  groups  and 
controls.     All  were  required  to  have  a  strong  evaluation  component.  The 
demonstration  projects  included: 

•  Project  Triage  in  Connecticut; 

9  The  Monroe  County  Long-Term  Care  Project  in  New  York  (Project  Access); 

«  The  Nursing  Home  Without  Walls  Program  in  New  York; 

9  The  New  York  City  Home  Care  Project; 

•  The  Community  Long  Term  Care  Project  of  North  San  Diego  County; 


For  summary  descriptions  of  these  research  and  demonstration  projects,  see 
Health  Care  Financing  Status  Report.     HCFA  Pub.  No.  03185,  Office  of  Research 
and  Demonstrations,  HCFA,  October  1984. 
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•  Project  OPEN  of  Mount  Zion  Hospital; 

•  On  Lok's  Community  Care  Organization  for  Dependent  Adults; 

•  The  Pentastar  Project  in  Florida; 

•  Oregon  FIG/Waiver  Continuum  of  Care  Project  for  the  Elderly; 

•  The  Mutipurpose  Senior  Services  Project  in  California; 

•  The  Community  Care  Organization  in  Wisconsin;  and 

•  The  Alternative  Health  Services  Program  in  Atlanta,  Georgia. 

The  National  Long-Term  Care  Channelling  Demonstration  is  another  major 
undertaking  which  focuses  on  the  case  management  aspects  of  home  and 
community-based  service  delivery.     The  Channelling  demonstration  is  attempting 
to  identify  model  case  management  configurations  which  can  draw  upon  the  wide 
variety  of  housing,  income,  social  and  medical  supports  which  are  available  in 
the  community  to  meet  the  needs  of  impaired  individuals.     Another  objective  of 
the  Channelling  demonstration  is  to  demonstrate  effective  integration  of 
publicly  and  privately  financed  services  with  the  support  provided  by  informal 
caregivers . 

Although  these  demonstration  projects  have  shed  considerable  light  on  many 
of  these  issues,  such  as  the  importance  and  difficulty  of  targeting  home  and 
community-based  services  efficiently,  consistent  findings  have  not 
emerged. ^     Questions  remain  with  regard  to  each  of  the  main  issue  areas: 

o        Substitution  for  Institutional  Care.     There  is  only  a  limited  amount  of 
evidence  which  suggests  that  home  and  community-based  services  do,  in 
fact,  substitute  for  institutional  care.     While  most  studies  show  low 
substitution  rates,  in  almost  every  study  there  was  at  least  one  subgroup 
of  recipients  for  whom  home  and  community-based  services  appeared  to  be  a 
substitute  for  institutional  care.     Unfortunately,  targeting  programs  to 
just  those  persons  for  whom  home  and  community-based  services  are 
cost-effective  has  proven  to  be  very  difficult.     Part  of  the  difficulty 
stems  from  the  fact  that  health  and  functional  status  are  incomplete 
predictors  of  institutional  placement.     Other  risk  factors,  such  as  living 
arrangements,  age,  and  availability  of  informal  care,  seem  to  be  very 


Greenberg,  J.N.,  Doth,  D.S.  &  Austin,  CD.     A  Comparative  Study  of 
Long-Term  Care  Demonstrations:     Lessons  for  Future  Inquiry.     Center  for 
Health  Service  Research,  University  of  Minnesota,  November  1981. 
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important  predictors  as  well.     In  addition,  the  service  delivery 
orientation  of  many  of  the  demonstration  sites  and  the  lack  of  fiscal 
incentives  in  these  programs  may  have  contributed  to  their  overall  lack  of 
cost-effectiveness . 

Reinforcement  of  Informal  Care.     In  order  for  home  and  community-based 
services  to  achieve  public  cost  savings  they  must  supplement  and  reinforce 
informal  care  services,  not  supplant  them.     If  expanded  coverage  of  home 
and  community-based  care  substantially  reduces  the  amount  of  informal  care 
provided  by  the  families  and  friends,  then  public  long-term  care  costs  will 
accelerate  rapidly,  since  60%  to  85%  of  all  long-term  care  is  provided  by 
informal  caregivers.     On  the  other  hand,  if  home  and  community-based 
services  help  informal  caregivers  to  cope  better,  and  thus  delay  the  point 
of  family  "burn  out,"  and  nursing  home  placement,  then  public  savings  could 
be  achieved.     At  this  time,  there  is  insufficient  information  on  the 
interactive  effects  of  formal  and  informal  care. 

Impact  on  Total  Health  Care  Costs.     There  is  little  direct  evidence  in 
previous  research  that  increased  coverage  of  home  and  community-based 
services  results  in  lower  total  health  care  costs  for  the  individuals 
served.    Most  studies  either  show  no  statistically  significant  difference 
in  costs  or  show  that  broader  benefit  packages  result  in  higher  costs. 
Those  few  projects  that  report  cost  savings  are  not  methodologically  sound 
enough  to  give  confidence  in  their  findings. 

Impact  on  Patient  Outcomes.     Past  demonstration  projects  do  seem  to  show 
that  home  and  community-based  services  improve  certain  client  outcomes. 
Most  projects  report  improved  client  satisfaction  and  levels  of 
contentment.     Several  projects  also  report  decreased  mortality.     A  few 
programs  were  able  to  show  positive  short-term  impacts  on  patient  mental  or 
physical  functioning.     It  is  often  argued  that  the  lack  of  a  demonstrated 
impact  on  client  functioning  is  due,  at  least  in  part,  to  insensitive 
assessment  instruments. 


The  Policy  Implications  of  Section  2176  for  the  Developmentally  Disabled  are 
not  the  same  as  for  the  Elderly 

Under  Section  2176,  States  may  also  apply  for  waivers  to  provide  home  and 
community-based  services  to  developmentally  disabled  persons  who  are  at  risk  of 
placement  in  an  ICF-MR.     The  impaired  elderly  and  the  developmentally  disabled 
comprise  two  separate  major  target  groups  in  the  Section  2176  waiver  program, 
and  many  policy  and  evaluation  issues  differ  across  these  two  populations.  In 
fact,  the  Section  2176  waiver  program  is  really  two  distinct  programs,  since 
the  way  in  the  Section  2176  waiver  has  been  implemented  for  each  of  these  two 
target  populations  is  substantially  different. 
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At  the  time  the  Section  2176  legislation  was  enacted  in  1981,  home  and 
community-based  services  for  the  developmentally  disabled  were  far  more 
developed  than  home  and  community-based  services  for  the  impaired  aged.  In 
concert  with  Federal  and  State  deinstitutionalization  policies  in  recent  years, 
a  network  of  community-based  agencies  has  developed  to  provide  the  residential, 
habilitative ,  vocational  and  case  management  services  needed  to  maintain 
developmentally  disabled  persons  in  non-institutional  settings.    These  provider 
networks  are  comprised  largely  of  private  non-profit  agencies  which  operate 
under  contract  to  State  Mental  Health  and  Mental  Retardation  Agencies.  Prior 
to  enactment  of  Section  2176,  however,  it  was  generally  quite  difficult  for 
these  agencies  to  secure  Medicaid  reimbursement  for  the  services  they  provided, 
given  the  medical  orientation  of  the  Medicaid  program.    Under  the  Section  2176 
waiver  program,  many  of  these  agencies  are  now  becoming  Medicaid-certif ied ,  and 
for  the  first  time  are  receiving  Medicaid  funds  for  a  portion  of  their  total 
operating  revenues. 

Cost-effectiveness  has  generally  been  less  of  a  motivating  factor  behind 
the  development  of  community-based  delivery  systems  for  the  developmentally 
disabled  than  for  the  impaired  aged.     Rather,  the  primary  impetus  has  come  from 
advocacy  efforts  and  judicial  decrees  which  have  established  the  right  of 
mentally  disabled  persons  to  live  In  the  least  restrictive  setting  permitted  by 
their  disability.     Indeed,  the  costs  of  community-based  delivery  systems  have 
put  financial  strains  on  the  budgets  of  many  State  Mental  Health/Mental 
Retardation  Agencies.     It  has  proven  difficult  for  States  to  divert  dollars  as 
well  as  clients  to  community-based  programs,  given  the  fixed  costs  of 
maintaining  the  large-scale  public  institutions  which  remain  in  operation 
despite  serving  a  declining  resident  population. 

Since  the  financing  of  institutional  care  for  the  developmentally  disabled 
and  chronically  mentally  ill  has  traditionally  been  the  responsibility  of  State 
governments,  there  have  also  not  been  the  Federally-sponsored  research  and 
demonstration  efforts  to  examine  the  cost-effectiveness  of  community-based 
services  for  these  populations.    However,  as  the  Federal  government  has  come  to 
finance  an  increasing  proportion  of  institutional  care  for  the  disabled— due  to 
the  rapid  growth  of  the  ICF-MR  program  and  the  increasing  use  of  nursing  homes 
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by  the  deinstitutionalized  chronically  mentally  ill — there  has  been  increased 
incentive  for  the  Federal  government  to  assess  the  relative  costs  of 
alternative  delivery  systems  for  these  populations  as  well.     In  the  last  few 
years,  there  have  been  a  growing  number  of  studies  comparing  the  costs  of 
institutional  and  community-based  care  for  the  developmentally  disabled.  Like 
the  research  which  has  been  conducted  on  community-based  services  for  the 
impaired  elderly,  the  results  of  these  studies  remain  equivocal,  and  many  are 
subject  to  methodological  criticism.     A  recent  study  of  the  costs  of 
court-ordered  deinstitutionalization,  probably  the  most  ambitious  and 
methodologically  thorough  study  conducted  to  date,  did  find  that  community  care 
was  less  costly  than  institutional  care  for  most  persons . ^ 

A  Framework  for  Evaluation 

As  a  Secretarial  waiver  authority,  the  Section  2176  waiver  program  falls 
somewhere  in  between  a  research  and  demonstration  program  and  adopted  policy. 
Continuation  of  Federal  Financial  Participation  (FFP)  for  home  and 
community-based  services  provided  under  Medicaid  is  contingent  upon  State 
demonstrations  that  this  expansion  in  service  coverage  will  not  increase 
aggregate  Medicaid  costs. 

Even  if  2176  waiver  services  are  cost-effective  at  the  individual  level, 
expenditures  may  increase  at  the  aggregate  level.     Individuals  provided  home 
and  community-based  services  under  the  waiver  may  meet  nursing  home  level  of 
care  criteria,  as  required  by  the  2176  legislation,  but  would  nevertheless  not 
have  entered  a  nursing  home  in  the  absence  of  services  provided  under  the 
waiver.     Such  individuals  may  have  secured  services  from  other  sources,  either 
formal  or  informal,  or  tried  to  cope  alone  with  less  outside  assistance. 
Further,  even  if  a  substantial  portion  of  persons  provided  services  under  the 
waiver  are  diverted  from  nursing  homes,  it  is  possible  that  the  diversion  of 


Human  Services  Research  Institute.     Longitudinal  Study  of  the  Court-Ordered 
Deinstitutionalization  of  Pennhurst  Residents:     Comparative  Analysis  of  the 
Costs  of  Residential  and  Day  Services  Within  Institutional  and  Community 
Settings.     Prepared  under  HHS  Contract  #130-81-0021,  Administration  on 
Developmental  Disabilities,  HHS,  December  1983. 
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potential  nursing  home  users  will  simply  make  additional  beds  available  for 
other  Medicaid  nursing  home  applicants  on  waiting  lists.     While  this  could  lead 
to  program  savings  over  the  longer  term,  the  short-term  effect  would  be  to 
simply  reduce  the  unmet  demand  for  nursing  home  care. 

Aggregate  Medicaid  costs  will  also  increase  if  States  use  the  Section  2176 
waiver  program  primarily  as  a  means  to  shift  the  costs  of  State-funded  home  and 
community -based  care  programs  over  to  the  waiver  in  order  to  gain  FFP.  The 
incentives  for  cost-shifting  are  particularly  strong  in  States  which  have 
supported  the  extensive  development  of  community-based  programs  for  the 
developmentally  disabled  entirely  with  State  funds.     Since  the  clients, 
providers,  and  services  in  these  programs  generally  meet  the  statutory 
requirements  of  the  Section  2176  waiver,  there  is  a  clear  opportunity  for 
States  to  leverage  Federal  funds  by  financing  these  programs  through  the 
waiver.     Similarly,  many  States  have  also  supported  community-based  programs 
for  the  impaired  elderly  with  general  revenues,  and  it  is  apparent  that  some 
States  perceive  Section  2176  as  an  opportunity  to  "double  their  money"  by 
shifting  these  costs  to  the  waiver  program* 

Another  concern  at  the  Federal  level  is  that  even  if  aggregate  Medicaid 
costs  do  not  increase  under  the  waiver,  the  program  may  have  an  adverse  impact 
on  other  Federal  expenditures.     For  example,  some  of  the  Medicaid  program 
savings  achieved  by  the  waiver  will  be  offset  by  increased  SSI  costs,  since  SSI 
benefits  paid  to  persons  in  non-institutional  settings  are  by  definition  higher 
than  benefits  paid  to  persons  In  nursing  homes  and  other  institutions. 
Further,  even  though  there  may  be  no  increase  in  Medicaid  expenditures  for 
long-term  care  services,  expenditures  for  acute  care  services  might  increase  if 
waiver  recipients  demonstrate  higher  utilization  rates  of  hospital,  outpatient, 
and  physician  services  than  nursing  home  clients.     For  those  waiver  recipients 
who  are  also  eligible  for  Medicare — -which  will  be  the  vast  majority  of  the  aged 
waiver  population — -adverse  impacts  on  Medicare  costs  may  also  occur.  Finally, 
waiver  recipients  may  also  receive  assistance  from  other  Federally-funded 
programs  such  as  Section  8  rental  assistance,  services  funded  under  the  Older 
Americans  Act,  and  services  provided  under  the  Social  Services  Block  grant. 
While  the  Section  2176  waiver  will  not  impact  total 
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expenditures  under  these  other  programs,  since  they  are  non-entitlement 
programs  capped  by  annual  appropriations,  apparent  Medicaid  program  savings 
achieved  by  the  waiver  might  be  attributed  to  the  fact  that  the  total  public 
costs  of  serving  waiver  recipients  are  spread  across  a  number  of  Federally  and 
State-funded  programs. 

In  all  likelihood,  there  will  be  some  Section  2176  waiver  programs  which 
increase  aggregate  Federal  costs  and  others  which  do  not.     The  Department's 
evaluation  of  the  Section  2176  waiver  program  will  therefore  attempt  to 
identify  those  program,  service,  and  client-related  factors  which  are 
associated  with  cost-effectiveness.     Some  of  the  evaluation  issues  which  will 
help  guide  future  policy  decisions  include: 

•  What  assessment  methods,  targeting  criteria,  and  case  management  systems 
are  most  effective  in  identifying  persons  at  risk  of  nursing  home 
placement?    Given  the  wide  variation  in  the  methods  used  by  States  to 
determine  who  is  eligible  to  receive  waiver  services,  the  Department  may 
recommend  to  the  States  those  methods  which  have  been  proven 
cost-effective. 

What  waiver  services  are  most  effective  in  meeting  the  long-term  care 
needs  of  persons  at  risk  of  entering  a  nursing  home?    Presently,  States 
are  permitted  wide  flexibility  in  funding  services  which  they  consider 
necessary  to  successfully  maintain  at  risk  individuals  in  community 
settings.     In  the  future,  the  benefit  package  might  be  restricted  to  only 
those  services  which  have  been  demonstrated  to  be  most  critical  in  meeting 
the  care  needs  of  waiver  clients.     Of  course,  the  differing  care  needs  of 
different  individuals  must  also  be  taken  into  account. 

•  Should  continued  Federal  Financial  Participation  for  home  and 
community-based  services  be  specifically  related  to  reduced  rates  of 
growth  for  nursing  home  expenditures?    Such  a  policy  option  could  be 
difficult  to  implement  without  perpetuating  current  inequities  in  the 
distribution  of  Medicaid  long-term  care  dollars.     It  would  also  have  to 
take  into  account  demographic  and  migration  trends  which  selectively 
affect  aggregate  demand  for  long-term  care  services. 

•  What  financing  methods  for  home  and  community-based  care  effectively 
encourage  the  efficient  delivery  of  services ?    The  evaluation  will  examine 
whether  the  reimbursement  rates  and  payment  methods  employed  by  States  are 
sufficient  to  attract  an  adequate  supply  of  home  and  community-based  care 
providers,  as  well  as  the  relationship  between  payment  levels  and  the 
quality  of  care  provided  to  waiver  clients.     In  addition,  if  it  is  shown 
that  certain  methods  of  reimbursement  are  associated  with  cost 

savings — for  example,  capitated  payment  systems — then  these  reimbursement 
methods  may  be  made  a  requirement  for  home  and  community-based  service 
coverage . 
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•  How  are  home  and  commmunity-based  services  financed  through  Medicaid  best 
integrated  with  other  programs  and  funding  sources?    It  is  hypothesized 
that  States  with  cost-effective  programs  will  have  made  efforts  to 
consolidate  the  delivery  of  community-based  services  across  a  number  of 
State  and  Federal  programs  to  ensure  that  they  are  complementary.     In  other 
States,  inefficient  management  of  the  waiver  program  may  simply  add  to  the 
existing  fragmentation  and  overlap  of  services. 

•  How  can  Medicaid  financing  of  home  and  community-based  services  be 
structured  to  ensure  that  aggregate  costs  will  not  increase  across  all 
Federal  programs?    HCFA  may  require  that  States  demonstrate  real  reductions 
in  aggregate  Medicaid  costs — not  just  a  budget  neutral  effect — in  order  to 
offset  negative  cost  impacts  on  SSI,  Medicare  and  other  Federal  programs, 
if  these  impacts  are  shown  to  be  significant. 

In  sum,  the  Section  2176  Medicaid  waiver  program  is  part  of  an  ongoing 
policy  effort  to  develop  a  more  rational,  humane,  and  cost-effective  financing 
system  for  providing  long-term  care  services  to  elderly  and  disabled  persons 
who  meet  Medicaid  eligibility  criteria.    The  financing  of  home  and 
community-based  services  through  Medicaid,  however,  remains  an  experimental 
concept.    This  expansion  in  service  coverage  could  lead  to  reduced  costs  for 
long-term  care  services  or  to  an  aggregate  increase  in  total  Federal 
expenditures.    The  implementation  of  the  Section  2176  waiver  program  is  being 
closely  monitored  to  see  which  outcome  will  occur- — savings  or  expenditure 
increases.     Even  if  demonstrated  to  be  cost-effective  in  some  States,  further 
modifications  to  statutory  and  regulatory  provisions  may  be  necessary  to 
achieve  aggregate  savings  nationwide. 
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Chapter  3 

IMPLEMENTATION  OF  THE  SECTION  2176  WAIVER  PROGRAM 


This  chapter  describes  how  the  Section  2176  waiver  program  has  been 
implemented  at  both  the  Federal  and  State  levels  through  December  1984.  The 
first  part  of  the  chapter  describes  the  procedures  which  have  been  established 
by  HCFA  to  administer  the  program.     Next,  information  on  the  number  of  waiver 
applications  which  have  been  submitted  and  approved  is  presented.     The  last 
section  presents  selected  summary  characteristics  of  approved  waiver  programs. 
Detailed  characteristics  of  approved  waiver  programs  within  individual  States 
are  presented  in  Appendix  3. 

The  Section  2176  Waiver  Application  Process 

Upon  enactment  of  OBRA  1981,  HHS  developed  interim  regulations  specifying 
how  the  Department  would  review  State  applications  for  Section  2176  waivers  to 
ensure  that  programs  met  the  statutory  requirements  of  the  legislation.  Interim 
regulations  were  published  in  the  Federal  Register  on  October  1,  1981.1  In 
addition  to  other  provisions,  the  interim  regulations  included  the  so-called 
"waiver  formula,"  which  is  the  means  by  which  States  present  HCFA  with  their 
projections  of  aggregate  Medicaid  costs  for  long-term  care  with  a  Section  2176 
waiver  and  without  a  waiver  over  a  three-year  period  (an  in-depth  discussion  of 
the  waiver  formula  is  presented  in  Chapter  4). 


This  report  describes  the  key  features,  implementation  status  and  program 
impacts  of  the  Medicaid  Home  and  Community-Based  Care  waiver  program  as  of 
December  31,  1984.     Significant  new  developments  in  the  program  have  occurred 
since  the  period  covered  by  this  report.     In  particular,  HCFA  issued  final 
regulations  on  March  3,  1985  (Federal  Register,  Volume  50(49):  10013-10028) 
which  explicitly  include  acute  care  costs  in  the  cost-effectiveness  formula, 
set  limits  to  the  amount  of  Federal  reimbursement  based  on  States'  approved 
estimates,  require  States  to  obtain  independent  program  audits  and 
assessments,  and  provide  that  board  and  care  facilities  in  which  waiver 
services  are  provided  meet  local  safety  standards  established  under  Section 
1616(e)  of  the  Social  Security  Act  (the  Keys  Amendment) .     These  new  waiver 
program  provisions  will  be  addressed  in  subsequent  evaluation  reports. 
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The  overall  responsibility  for  the  basic  analysis  of  Section  2176  waiver 
requests  rests  with  HCFA's  Bureau  of  Eligibility,  Reimbursement  and  Coverage 
(BERC).     However,  State  waiver  requests  are  first  reviewed  by  the  Regional 
Offices,  which,  in  addition  to  commenting  on  the  proposed  waiver  programs, 
relay  comments  to  BERC  on  how  the  applications  fit  into  the  context  of  each 
State's  overall  performance.     BERC  staff  review  the  requests  against  all  the 
criteria  set  forth  in  the  statute  and  the  implementing  regulations. 

In  considering  waiver  requests,  BERC  carefully  reviews  State  assurances 
that  waiver  services  will  be  targeted  to  persons  who  would  otherwise  receive 
Medicaid- funded  institutional  care.     In  general,  States  must  show  that  the 
waiver  program  will  not  increase  the  total  number  of  Medicaid  long-term  care 
recipients.     States  must  also  document  the  standards  they  will  use  to  support 
all  of  their  assurances  to  HCFA. 

Screening  and  assessment  procedures  which  States  plan  to  employ  in 
determining  eligibility  for  the  waiver  are  reviewed  to  assure  that  they 
correspond  to  Medicaid  level-of-care  requirements,  at  a  minimum,  particularly 
if  waiver  recipients  are  to  be  diverted  from  nursing  homes  rather  than 
deinstitutionalized.      While  HCFA  imposes  no  guidelines  on  what  screening  or 
assessment  methods  are  preferable,  since  these  technologies  are  evolving 
rapidly,  States  must  have  a  definite  plan  for  targeting  services  effectively. 
States  which  propose  to  divert  waiver  clients  from  nursing  home  entry  must  also 
demonstrate  sufficient  bed  capacity  to  serve  the  proposed  waiver  population  if 
the  waiver  were  not  approved. 

Although  HCFA  recognizes  that  States  do  not  have  to  demonstrate  actual  cost 
savings  under  the  waiver  program,  only  a  budget  neutral  effect,  States  must 
still  demonstrate  a  "cushion"  of  savings  in  their  waiver  formulas,  for  two 
reasons.     First,  some  margin  of  error  for  the  estimates  made  in  the  waiver 
formulas  must  be  acknowledged.     Second,  since  the  cost  of  nursing  home  care 
includes  room  and  board,  while  projected  costs  under  the  waiver  do  not,  some 
cushion  is  necessary  to  accommodate  the  proper  assumption  that  waiver  services 
will  only  substitute  for  long-term  care  services  provided  within  a  nursing 
home,  not  room  and  board.     Payment  for  room  and  board  under  the  waiver  is 
explicitly  prohibited  by  statute.     Third,  some  margin  is  also  necessary  to 
account  for  the  utilization  of  Medicaid-funded  acute  care  services  by  waiver 
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recipients  that  would  likely  not  have  been  utilized  at  the  same  level  had  they 
been  institutionalized.     In  general,  waiver  formulas  which  project  average  per 
capita  costs  under  the  waiver  which  are  higher  than  75-80%  of  the  average  per 
capita  cost  of  institutional  care  are  given  close  scrutiny,  and  States  are 
required  to  provide  strong  justification  for  these  higher  costs. 

One  obvious  way  for  States  to  project  cost  savings  in  their  waiver  formulas 
is  to  inflate  the  rates  of  increase  in  nursing  home  utilization  and 
expenditures  which  would  occur  without  the  waiver.     In  its  analysis  of  waiver 
formulas,  BERC  therefore  compares  projected  rates  of  increase  in  the  waiver 
formulas  with  historical  rates  of  increase,  as  reported  by  States  on  the  HCFA 
2082.    Attention  is  also  given  to  contextual  factors,  such  as  relevant 
Certificate  of  Need  information  and  State  appropriations  activities.    Once  BERC 
completes  its  analysis  of  a  waiver  request,  an  approval  or  disapproval  package 
is  then  sent  up  through  the  agency  and  the  Department  for  clearance. 

HCFA  Monitoring  Procedures 

HCFA  has  placed  special  emphasis  on  monitoring  the  implementation  and 
operation  of  Section  2176  waiver  programs  through  Regional  Office  State 
Assessments.     Program  monitoring  is  the  responsibility  of  the  Office  of 
Operational  Reviews,  within  HCFA's  Bureau  of  Quality  Control  (BQC) ,  except  for 
the  annual  determinations  of  States'  cost-effectiveness,  which  is  the 
responsibility  of  BERC.     Regional  Offices  are  required  to  include  a  "Target 
Area"  review  of  approved  Section  2176  waiver  programs  within  the  annual  State 
Medicaid  Operations  Report  (SMOR),  which  is  the  annual  report  HCFA  Regional 
Offices  prepare  on  State  Medicaid  agency  compliance  with  Federal  Medicaid 
statutes.     For  the  Target  Area  review,  BQC  developed  a  uniform  guide  to  be  used 
by  all  Regional  Office  review  teams  for  program  monitoring.     The  review  guide 
addresses  State  compliance  with  statutory  requirements  and  waiver  application 
assurances  across  eight  program  elements: 


Element  A 
Element  B 
Element  C 
Element  D 
Element  E 
Element  F 
Element  G 
Element  H 


Waiver  Services 
Waiver  Eligibles 
Waiver  Providers 
Evaluations  of  Need 

Informing  Recipients  of  Service  Alternatives 

Plans  of  Care 

Financial  Accountability 

Income  Disregards 
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Target  Area  reviews  of  Section  2176  waiver  programs  consist  of  on-site 
interviews  with  State  administrative  staff  as  well  as  with  staff  of  case 
management  and  provider  agencies;  a  random  sample  review  of  client  files  to 
determine  whether  level  of  care  evaluations  and  plans  of  care  are  being 
conducted  as  specified  in  the  waiver  application;  a  sample  review  of  cost 
estimation  procedures,  claims  files,  and  billing  procedures  to  ensure  that 
States  are  maintaining  financial  accountability  for  waiver  program 
expenditures;  and  a  review  of  quality  assurance  provisions  to  ensure  that  the 
health  and  welfare  of  waiver  program  recipients  are  being  adequately  protected. 

The  Regional  Office  prepares  a  draft  report  which  identifies  areas  of 
non-compliance  and  makes  recommendations  for  corrective  action.    The  State  is 
allowed  30  days  to  comment  on  the  draft  report  and  submit  its  plans  for 
corrective  action.     A  final  report,  including  the  State's  comments  and  plans 
for  corrective  action,  is  then  completed.     The  final  assessment  report  is  sent 
to  BQC  in  Baltimore.     State  Assessments  have  been  an  important  source  of 
information  for  HCFA  on  individual  State  waiver  programs,  and  play  an  important 
role  in  HCFA's  decision-making  about  waiver  renewals.     A  summary  of  State 
Assessment  findings  through  the  fall  of  1984  is  presented  in  Chapter  5. 

Another  important  monitoring  activity  has  been  initiated  to  identify 
problems  early  in  the  State  implementation  process.     As  part  of  Regional  Office 
reviews  of  State  Quarterly  Expenditure  Reports  (HCFA  Form  64.9,  by  which  claims 
for  FFP  for  Medicaid  expenditures  are  made),  comparisons  are  made  of  estimated 
and  actual  expenditures  for  waiver  services.     Other  significant  problems  with 
the  implementation  of  the  waiver,  financial  or  non-f inane ial ,  are  also 
identified,  and  reported  along  with  the  cost-comparisons  in  a  quarterly  report, 
a  copy  of  which  is  sent  to  BQC.     This  "early  warning"  system  has  been 
instituted  to  identify,  as  quickly  as  possible,  States  which  are  substantially 
exceeding  their  projected  expenditures  for  home  and  community-based  services 
under  the  waiver. 
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Waiver  Renewal  Procedures 


In  September  of  1984,  HCFA  issued  instructions  to  States  seeking  renewals 
of  their  Section  2176  waivers  for  an  additional  three-year  period. ^  Requests 
for  waiver  extensions  must  be  submitted  at  least  90  days  before  the  original 
waiver  expires.     In  addition  to  submitting  a  new  waiver  esimate  for  each  of  the 
three  years  of  the  extended  waiver,  the  State  must  indicate  if  it  intends  to 
make  any  changes  in  its  waiver  service  package,  recipient  eligibility 
requirements,  or  in  how  other  waiver  assurances  will  be  met.     If  the  State 
intends  to  make  significant  changes  in  the  design  of  its  waiver  program,  it 
must  submit  an  application  for  an  entirely  new  waiver,  at  least  180  days  prior 
to  the  termination  of  the  first  waiver.     If  the  State  submits  an  application 
for  an  extension,  which  HCFA  decides  should  be  treated  as  an  entirely  new 
application,  a  provision  has  been  added  which  allows  HCFA  to  extend  the 
original  waiver  for  90  days  so  that  the  continuity  of  the  waiver  program  is  not 
jeopardized. 

In  the  extension  request,  the  State  must  provide  documentation  to  support  a 
conclusion  that  the  waiver  program  was  cost-effective  during  the  first  three 
years.     Extensions  will  not  be  granted  unless  a  State  has  submitted  HCFA  371s 
and  372s  for  the  first  two  years  of  the  waiver,  and  unless  the  first  and  second 
year  371  reports  and  the  first  year  372  report  have  been  accepted  by  HCFA.  The 
State  must  also  provide  documentation  that  appropriate  corrective  actions  have 
been  taken  to  resolve  problems  identified  in  State  Assessment  reports. 

Status  of  Submitted  and  Approved  Waiver  Applications 

Of  the  Medicaid  program  options  made  available  to  States  through  OBRA  1981, 
Section  2176  has  generated  more  response  than  any  other  provision.     As  of 
December  31,  1984,  47  States  had  submitted  143  waiver  applications  for  new 
waiver  programs,  of  which  86  were  approved,  29  were  under  review,  13  had  been 


State  Medicaid  Manual.     Part  4 — Services:  Section  4441.     Home  and  Community 
Based  Services  -  Procedures  to  Request  Extension  of  Approved  Waivers. 
September  1984. 
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withdrawn  and  15  had  been  denied  (Table  3).    Of  the  86  approved  waivers,  13  are 
Model  Waivers  serving  no  more  than  50  individuals  and  the  remaining  73  are 
regular  Section  2176  waivers  targeted  to  the  Aged/Disabled  (A/D)  or 
Developmentally  Disabled/Chronically  Mentally  111  (DD/MI)  populations.-*^ 
Table  4  lists  the  73  Section  2176  waiver  programs  which  had  been  approved  as  of 
December  31,  1984,  the  target  groups  of  these  programs,  waiver  effective  dates, 
and  the  dates  upon  which  each  waiver  comes  up  for  renewal. 

As  of  December  1984,  one  State,  Georgia,  had  been  granted  a  waiver 
renewal,    and  several  other  requests  for  extensions  were  in  process.  No 
extension  requests  had  been  denied  as  of  this  date.     In  its  waiver  extension, 
Georgia  requested  and  received  approval  to  add  four  more  waiver  services,  to 
expand  eligibility  to  persons  who  are  eligible  under  a  special  income  level, 
and  to  drop  the  ICF-MR  level  of  care  component  from  its  program.    The  ICF-MR 
component  of  the  original  waiver  was  never  implemented,  and  the  State 
Department  of  Mental  Retardation  had  decided  to  submit  a  totally  separate 
waiver  application  for  developmentally  disabled  individuals. 


Table  3 

Status  of  2176  Waiver  Applications  Submitted 
As  of  December  31,  1984  ~~ 


Pending 

Approved 

Withdrawn 

Denied 

Total 

Model  Waivers 

11 

13 

1 

1 

26 

Regular  Waivers 

18 

73 

12 

14 

117 

TOTAL 

29 

86 

13 

15 

143 

Source:     Bureau  of  Eligibility,  Reimbursement  and  Coverage,  HCFA.     Does  not 
include  applications  pending  for  renewal. 


The  remainder  of  Chapter  3  discusses  only  the  86  "regular"  waiver  programs 
which  had  been  approved  as  of  December  31,  1984,  for  which  implementation  data 
are  available.  A  brief  discussion  of  Model  Waivers  is  presented  in  Appendix  2. 

The  "Disabled"  population  refers  to  non-aged  physically  impaired  persons  who 
are  not  developmentally  disabled  or  chronically  mentally  ill. 

Georgia's  renewed  waiver  incorporates  some  program  changes  and  is 
technically  a  new  waiver. 


Target  Populations 


An  Important  feature  of  the  Section  2176  legislation  is  that  States  may  use 
the  waiver  to  target  home  and  community- based  services  to  specific 
populations.     In  contrast  to  the  broad  entitlement  principles  on  which  Medicaid 
is  based,  the  Section  2176  legislation  was  purposefully  written  to  enable 
States  to  restrict  the  delivery  of  home  and  community-based  services  to  only 
those  beneficiaries  who,  but  for  the  provision  of  home  and  community-based 
care,  would  likely  require  care  in  an  institutional  setting.     This  is  done  by 
means  of  a  waiver  of  comparability,  which  is  granted  uniformly,  in  addition  to 
the  waiver  for  coverage  of  home  and  community-based  services. 

All  requests  for  a  Section  2176  waiver  must  specify  one  or  more  target 
populations.     Since  the  two  major  users  of  institutional  care  paid  by  Medicaid 
are  the  impaired  elderly  and  the  mentally  retarded,  it  is  no  surprise  that  they 
are  the  two  primary  target  populations  of  the  waiver  program.     Of  the  73 
waivers  approved  as  of  December  31,  1984,  36  included  the  developmentally 
disabled  as  a  target  group,  and  41  included  the  aged  as  a  target  group  (several 
programs  designated  both  populations  as  target  groups).     Other  target  groups 
include  the  chronically  mentally  ill,  the  non-elderly  physically  disabled, 
persons  with  developmental  disabilities  other  than  mental  retardation  (e.g. 
epilepsy,  cerebral  palsy,  autism) ,  and  the  blind.     A  summary  of  the  target 
populations  designated  by  approved  waiver  programs  is  presented  in  Table  5. 

States  may  also  target  waiver  program  eligibility  by  cash  assistance 
status.     For  example,   States  with  Medically  Needy  programs  do  not  have  to 
extend  eligibility  for  the  waiver  program  to  persons  who  are  not  receiving  cash 
assistance.     Of  the  48  approved  waiver  programs  in  Medically  Needy  States,  12 
programs  do  not  extend  eligibility  to  the  Medically  Needy. 

In  addition,  States  can  choose  to  implement  the  waiver  in  only  specific 
geographical  areas.     This  is  accomplished  through  a  waiver  of  statewideness . 
Of  the  73  approved  waivers,  48  also  received  a  waiver  of  statewideness  to  allow 
for  the  provision  of  home  and  community-based  services  on  less  than  a  statewide 
basis.     However,  of  those  programs  with  waivers  of  statewideness,  22  plan  to 
eventually  phase  in  home  and  community-based  services  statewide. 
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Table  1 


Section 

2176  Waiver 

Programs  Approved  As  of 

December  31 

.  1981 

State 

Taro»h    H  rni  m 
1  ai  JCL    ui  ijup 

CI  I  CCb I VC  UoLC 

Renewal  Date 

Or  ^0 nn      (  1  ) 

A/D-DD/MT 

12/81 

2/85 

Montana  (2) 

DD 

12/81 

12/81 

Iowa 

A/D 

1/82 

1/85 

Louisiana 

A/D-DD 

1  /82 

1/85 

K  an  s  as 

A/D-DD 

3/82 

3/85 

Florida 

A/DD 

1/82 

1/85 

Florida 

A 

1/82 

1/85 

Missouri 

A 

«/82 

1/85 

Vermont 

DD/MI 

1/82 

1/85 

South  Dakota 

DD 

6/82 

1/  i  ru  i  nl  a 
•  LI  K  1  1 1 1  d 

A/D 

6/82 

6/85 

California 

DD 

7/82 

7/85 

Colorado 

A/D 

7/82 

7/85 

ninnc jo t j 

7/85 

n 1 3  3our 1 

1  /OC 

Unpf  h      ,'afn]  4  no 

nortn  Udroiina 

A/D 

7  /ftp 

7/85 

Nevada 

DD 

7/82 

7/85 

West  Virginia 

A/D-DD 

7/82 

7/85 

j  tan 

Q/ftP 

3/  OC 

9/85 

A  1  a  h am  a 
HldU  din  d 

DD 

in/Qo 

1  <J/  O  j 

fnl  nr art n 

DD/MI 

1 0/82 

10/85 

Connecticut 

A/D 

10/82 

10/85 

New  Jersey 

DD 

10/82 

10/85 

MI 

12/82 

12/85 

New  York  (3) 

A/D 

12/82 

12/85 

South  Carolina 

A/D 

1  /83 

1/86 

Texa3 

A 

1/83 

1/86 

Washington 

A/D 

1/83 

1/86 

IIUI  1*11  JgKU^d 

DD 

1/83 

1/86 

fall  fnrn 1  a 
^.di  i  i  Ui  ilia 

7 /83 

7/86 

California 

D 

7/83 

7/86 

Delaware 

DD 

7/83 

7/86 

Hawaii 

DD 

7/83 

7/86 

Illinois 

A/D 

7/83 

7/86 

C  1 1  UULK  J 

A/D 

7/83 

7/86 

U  *  n  f 1 1  r>  U  u 

r\  1 1  1  l#  U      ^  J 

DD 

7/83 

7/86 

Massachusetts 

A 

7/83 

7/86 

Maine 

DD 

7/83 

7/86 

U a  n  r  ana 

~o  n  u  d  n  a 

A/D— DD 

7  /ft3 

7/86 

MrirfcH    F  a  r~  r"\  1  1  n  a. 

DD 

7/83 

7/86 

y ay  Hex  i C 0 

A/D 

7/83 

7/86 

New  Mexico  (4 ) 

DD 

7/83 

7/86 

Pennsy lvania 

DD 

7/83 

7/86 

Pennsy lvania 

DD 

7/83 

7/86 

Rhode  Island 

DD 

7/83 

7/86 

Rhode  Island 

MI 

7/83 

7/86 

Hawai i 

A/D 

8/83 

8/86 

Hawai i 

A/D 

8/83 

8/86 

N  ew  H  afnpsh  ire 

JU 

0  /A3 

9/86 

N  ew  jersey 

A/D 

10/83 

10/86 

Ucirth    Dai/nt  a  fill 

A/D 

10/83 

10/86 

Wi sconsin 

DD 

10/83 

10/86 

11  linois 

DD 

12/83 

12/86 

'J  a  c  h  i  ntr^/^n 

wd5niniji.on 

DD 

1 2/83 

12/86 

a  n  1 1 1  c  k  v    i  U  } 

A/D 

1  /84 

1  /87 

I  daho 

AD/DD 

1  /84 

1/87 

Massachusetts  (4) 

A 

1/81 

1/87 

Massachusetts  ( 4 ) 

DD 

1/81 

1/87 

n  i  j  j<jui  ■     v  **  / 

1  /8l 

1/87 

Hapw] a  n  H 
rial   y  laliu 

DD 

2/84 

2/87 

1CUI  d  3  K.  d     \  ^  / 

DD 

u/84 

1/87 

Tennessee  ( 4 ) 

A/D 

6/84 

6/87 

Minnesota  (4) 

DD 

7/84 

7/87 

Oh  in    f  4 ) 

^IIIU  V 

A/D 

7 /A4 

7/87 

Uou    U  amn e hi  pa    f  H  N 

new   n  amp  sn  ire   ^  **  j 

A/D 

7  /ftli 

I  /  O** 

7  /A7 

^ 

Q  /RU 

7'  OH 

9/37 

Alabama  (1) 

A/D 

10/84 

10/87 

Maine  (1) 

A/D 

10/84 

10/87 

A/D 

1 0/81 

10/87 

nn 
uu 

1  /fit; 

1/88 

Georgia 

A/D 

10/81 

Renewed 

to 

1 1/87 

Rhode  Island 

A/D 

1/82 

Renewed 

to 

1/88 

(1)  Oregon  waiver  extended  for  a  15  day  period  from  original  expiration  date. 
i2)  Program  discontinued. 

(3)  Part  of  this  waiver  was  effective  January  1983. 
<.1)  Not  implemented  as  of  December  31  ■  1981 

Target  Croups:     A  =  Aged,  D  =  Disabled,  DD  =  Developmentally  Disabled, 
MI  =  Mentally  111,  A/D  =  Aged  and  Disabled 


Source:     HCrA  Bureau  of  Eligibility,  Reimbursement  and  Coverage. 


Table  5 


Target  Populations  of  2176  Waivers 
Approved  as  of  December  31,  1984 


Number  of  Waivers 

Target  Population  Serving  Target  Group  Percent 

Aged  41  56% 

Developmentally  Disabled  36  49% 

Disabled  31  42% 

Chronically  Mentally  111  5  7% 

Total  approved  waivers  73  100% 


Source:  Office  of  Research  and  Demonstrations,  HCFA.     Columns  add  to  greater 
than  total  due  to  waivers  serving  multiple  target  groups. 

Another  strategy  States  may  use  to  control  access  to  the  waiver  program  is 
to  impose  caps  on  the  projected  total  cost  of  serving  individual  waiver 
recipients.     This  provision  allows  States  to  exclude  individuals  who  would  be 
more  costly  to  serve  in  community  settings.     States  which  elect  this  option 
must  have  procedures  for  objectively  estimating  the  costs  of  serving  waiver 
program  applicants,  and  also  establish  fair  hearing  procedures  for  persons  who 
are  denied  community-based  services  on  the  basis  of  excessive  costs.     Of  the  73 
approved  programs,  over  half  impose  cost-caps,  with  62%  of  the  A/D  programs  and 
52%  of  the  DD/MI  programs  electing  to  use  this  option.    The  cost-caps  are  most 
often  based  on  a  percentage  of  average  nursing  home  costs,  ranging  from  50%  to 
120%    This  variance  is  due  to  differences  in  the  expected  disability  levels  of 
waiver  clients,  the  breadth  of  waiver  services  offered,  as  well  as  geographical 
differences  in  the  costs  of  community- based  services. 


Some  States  also  restrict  eligibility  to  specific  levels  of  nursing  home 
care.     These  restrictions  generally  go  hand  in  hand  with  the  designation  of 
target  groups.     As  would  be  expected,  those  programs  which  target  the  mentally 
retarded  population  require  waiver  program  recipients  to  meet  ICF-MR  level  of 
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care  criteria,  while  programs  for  the  Aged/Disabled  require  recipients  to  meet 
SNF  and/or  ICF  level  of  care  criteria.  Four  A/D  programs  restrict  eligibility 
to  persons  who  meet  just  ICF  or  just  SNF  level  of  care  requirements. 

While  the  program  options  discussed  above  are  those  most  frequently  used  by 
States  to  target  the  delivery  of  home  and  community-based  services,  States  are 
also  permitted  to  impose  additional  targeting  criteria.     For  example,  States 
may  restrict  eligibility  to  specific  entry  points,  such  as  hospital  discharge 
units,  to  specific  institutions  for  the  mentally  retarded,  or  to  persons  who 
have  actually  applied  for  nursing  home  admission.     Some  States  intend  to  use 
the  waiver  to  deinstitutionalize  persons  already  residing  in  nursing  homes 
while  others  intend  to  divert  persons  already  living  in  the  community  from 
nursing  home  placement.    Waiver  programs  targeted  to  the  Aged/Disabled  differ 
from  waivers  targeted  to  the  Developmentally  Disabled/Mentally  111  (DD/MI)  in 
this  respect.     Over  40%  of  the  programs  targeted  to  the  DD/MI  groups  Intend  to 
use  the  waiver  to  deinstitutionalize  individuals  from  Medicaid-certif ied 
facilities,  whereas  only  10%  of  programs  serving  the  A/D  groups  intend  to  place 
at  least  some  existing  nursing  home  residents  back  in  the  community. 

States  may  also  impose  additional  "risk"  criteria  over  and  above  the 
minimal  level  of  care  criteria  required  for  nursing  home  placement.  For 
example,  the  California  2176  waiver  targeted  to  the  mentally  retarded  not  only 
requires  that  waiver  recipients  meet  ICF-MR  level  of  care  criteria,  but  that 
they  actually  must  have  been  recipients  of  ICF-MR  care  at  some  point  subsequent 
to  July  1,  1981  and  have  a  history  of  maladaptive  behavior.    These  criteria  are 
believed  necessary  to  target  services  to  only  those  persons  at  high  risk  for 
readmission  to  an  ICF-MR. 

Similarly,  some  of  the  waiver  programs  serving  the  aged  population  require 
that  waiver  recipients  lack  adequate  informal  support  structures  (i.e.  there 
are  no  able-bodied  family  members  to  help  them)  since  the  lack  of  informal 
supports  has  repeatedly  been  demonstrated  to  be  a  risk  factor  in  nursing  home 
placement,  even  though  ICF  or  SNF  level  of  care  criteria  do  not  take  into 
account  such  non-medical  factors.     Since  Federal  and  State  level  of  care 
criteria  for  SNFs,  ICFs,  and  ICF-MRs  are  generally  quite  broad,  it  is 
frequently  these  additional  risk  criteria  which  determine  whether  a  specific 
2176  waiver  program  will  or  will  not  be  cost-effective. 
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Another  way  States  have  tried  to  target  the  high  risk  population  is  to  link 
waiver  program  entry  to  nursing  home  pre-admission  screening  programs.  This 
approach  limits  admission  to  the  waiver  program  to  individuals  who  are  actively 
seeking  nursing  home  care  and  who  are,  therefore,  by  definition,  already  "at 
risk"  of  institutional  placement.     Of  the  73  waiver  programs  approved  by 
December  31,  1984,  64%  linked  admission  to  the  waiver  program  to  pre-admission 
screening  for  nursing  home  care. 

The  "optimal"  criteria  for  selecting  persons  who  are  at  imminent  risk  of 
institutionalization,  but  who  are  also  potential  candidates  for  home  and 
community-based  care,  are  as  yet  unknown.     If  a  State  requires  only  that  waiver 
recipients  meet  the  minimal  criteria  for  entry  into  a  nursing  home,  then  it  is 
likely  that  the  program  will  end  up  providing  services  to  many  persons  who 
would  not  have  actually  been  placed  in  a  nursing  home  if  waiver  services  were 
not  available.     Prior  research  has  shown  that  for  every  nursing  home  resident, 
there  are  approximately  two  individuals  with  comparable  impairments  living  in 
non-institutional  settings.^    If  a  State  selects  targeting  criteria  which 
increase  the  likelihood  that  waiver  recipients  are  persons  who  are  at  imminent 
risk  of  nursing  home  placement  without  home  and  community-based  services,  then 
the  potential  for  Medicaid  cost  savings  is  greatly  enhanced.     A  major  objective 
of  the  Department's  evaluation  of  the  2176  waiver  is  to  collect  information  on 
what  criteria  States  are  using  to  target  waiver  services,  and  to  determine  what 
targeting  criteria  are  associated  with  Medicaid  program  savings. 

Expanded  Eligibility  under  the  Section  2176  Waiver 

States  are  not  only  allowed  to  restrict  eligibility  for  home  and 
community- based  services  under  the  waiver,  they  may  also  elect  to  extend 
Medicaid  eligibility  to  persons  who  would  otherwise  only  be  eligible  for 
Medicaid  if  placed  in  an  institution.     This  provision  has  been  made  available 
to  States  to  counter  an  institutional  bias  in  Medicaid  eligibility  procedures. 
The  two  major  eligibility  provisions  of  the  Medicaid  program  which  cause  this 
bias  are: 


Weissert,  W.,  Scanlon,  W.  and  Unger,  A.     Estimating  the  Long  Term  Care 
Population:     National  and  State  Prevalence  Rates  and  Selected  Characteristics, 
Urban  Institute,  Washington,  D.C.,  December  1981. 
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•  The  300%  Income  Option.    This  program  option  allows  States  to  extend 
Medicaid  eligibility  to  nursing  home  residents  who  do  not  receive  SSI, 
but  whose  incomes  fall  below  300%  of  the  SSI  federal  payment  level. 
Under  this  option,  States  which  do  not  have  Medically  Needy  programs  can 
make  Medicaid  eligible  to  persons  who  are  not  SSI  eligible  but  who 
nevertheless  cannot  afford  the  cost  of  nursing  home  care. 

•  Waiver  of  Deeming  Requirements  for  Institutionalized  Recipients.     In  most 
States,  after  an  individual  has  been  institutionalized  for  a  month,  the 
income  of  his  or  her  spouse  or  parents  is  not  considered  in  assessing 
eligibility  for  Medicaid. 

Since  the  objective  of  Section  2176  is  to  divert  or  deinstitutionalize 
persons  from  nursing  homes  who  are  (or  would  become)  Medicaid-eligible,  the 
waiver  allows  States  to  apply  the  same  Medicaid  eligibility  criteria  for  waiver 
recipients  that  ate  applied  to  nursing  home  recipients.     States,  at  their 
discretion,  may  elect  to  provide  home  and  community- based  services  to  persons 
not  receiving  SSI,  but  whose  incomes  fall  below  a  level,  set  by  the  State, 
anywhere  up  to  300%  of  the  federal  SSI  payment  level.    They  may  also  choose  to 
waive  all  deeming  requirements  in  determining  eligibility  for  the  program.  For 
example,  under  the  waiver  of  deeming  provisions,  a  mentally  retarded  child 
living  with  parents  could  be  eligible  to  receive  home  and  community- based 
services  under  the  waiver.    Without  the  waiver  of  deeming  provisions,  this  same 
child  would  not  be  Medicaid-eligible  if  the  deemed  income  of  the  parents 
exceeded  financial  criteria  for  eligibility.     States  may  use  these  expanded 
eligibility  options  only  to  the  extent  that  they  are  used  in  determining 
eligibility  for  institutionalized  persons. 

The  number  of  Section  2176  waiver  programs  which  have  chosen  to  exercise  one 
or  both  of  these  expanded  eligibility  options  is  presented  in  Table  6.  Deeming 
requirements  for  SSI  cash  assistance  may  also  be  waived  under  new  regulations, 
so  that  it  is  possible  for  persons  participating  In  the  2176  waiver  program  to 
receive  both  SSI  payments  and  waiver  services  without  regard  to  the  usual 
deeming  criteria.^ 


federal  Register  Vol.  49(32 ): 5740-5747 ,  February  15,  1984. 
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Table  6 

Waiver  Programs  Exercising  Expanded 


Eligibility  Options  Under  the  2176  Waiver 


Eligibility  Option 


Number  of 
Programs 


Percent 


Waiver  of  deeming  option 


9 


13% 


300%  income  option 


5 


7% 


Both  waiver  of  deeming  and  300%  income  options 


23 


32% 


No  election  of  expanded  eligibility  options 


34 


48% 


Total 


71 


100% 


Sources:  HCFA  waiver  files  and  survey  of  Section  2176  waiver  programs.  Data 
from  Oklahoma  waiver  and  Georgia  renewed  waiver  not  included. 


Waiver  Services 


States  have  considerable  flexibility  in  determining  what  services  to 
provide  under  the  waiver.    The  interim  regulations  specifically  identified 
seven  services  which  can  be  covered: 

•  Case  Management"- 

®  Homemaker  Services 

•  Home  Health  Aide  Services 

•  Personal  Care  Services 

•  Adult  Day  Care  Services 
®  Habilitation  Services 

©    Respite  Care  Services 

The  Department  has  given  States  a  great  deal  of  latitude  in  defining  these 
services,  since  the  overall  objective  of  the  2176  waiver  is  to  give  States  the 
flexibility  they  need  to  devise  cost-effective  alternatives  to  institutional 
care.     Consequently,  States  vary  considerably  in  how  they  have  chosen  to  define 
and  provide  these  services.    Although  personal  care  and  adult  day  care  services 
were  previously  eligible  for  Medicaid  reimbursement  as  State  options,  they  were 
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included  as  waiver  services  in  order  to  allow  States  the  flexibility  to  provide 
alternative  definitions  of  these  services,  or  to  alter  restrictions  on  their 
amount,  duration  or  scope  for  waiver  program  clients  only.    For  example,  under 
Medicaid  regulations,  personal  care  services  cannot  be  provided  by  a 
recipient's  relative.    A  few  States  have  used  the  waiver  to  allow  family 
members  to  become  eligible  providers  of  personal  care  services.  Another 
example  is  that  some  States  have  included  home  health  aide  services  under  the 
waiver  because  the  State  believes  that  number  of  visits  or  payment  levels  under 
the  Medicaid  State  plan  are  too  restrictive  for  serving  the  more  intensive 
and/or  longer  term  needs  of  the  waiver  program  clientele.     Also,  some  States 
which  have  elected  not  to  include  specific  services  within  their  regular  State 
plans  have  elected  to  provide  these  services  under  the  restricted  eligibility 
criteria  permitted  by  the  2176  waiver. 

States  may  also  request  approval  to  provide  home  and  community-based 
services  other  than  those  listed  in  the  interim  regulations  as  long  as  States 
can  demonstrate  their  cost-effectiveness.    Over  half  of  all  waiver  requests 
have  designated  other  home  and  community-based  services  for  reimbursement,  such 
as  non-medical  transportation,  minor  structural  modifications  to  the  home  (e.g. 
ramps  for  wheelchair  access),  counseling,  crisis  intervention,  emergency  alarm 
response  systems,  moving  assistance,  and  medical  supplies. 

There  are  only  a  few  restrictions  on  services  which  can  be  covered  under 
the  waiver.     The  statute  and  implementing  regulations  specifically  prohibit 

Q 

coverage  of  room  and  board  (other  than  in  a  respite  care  context).  In 
addition,  reimbursement  is  not  permitted  for  any  services  which  are  not 
necessary  to  prevent  institutionalization.    Educational,  pre-vocational  and 
vocational  services  do  not  meet  this  criterion  and  therefore  cannot  be 
included. 


Since  most  waiver  recipients  receive  full  SSI  benefits  outside  of  a  nursing 
home,  SSI  is  considered  the  proper  funding  source  for  the  basic  shelter  and 
living  needs  of  waiver  clients. 
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A  summary  of  approved  waiver  services  by  major  target  groups  is  presented 
in  Table  7.     Since  the  2176  legislation  requires  that  all  waiver  program 
applicants  undergo  a  comprehensive  assessment  (even  if  case  management  is  not  a 
formally  approved  service),  it  is  not  surprising  that  case  management  is  the 
most  frequently  requested  waiver  service.     Seventy-nine  percent  of  all  A/D 
programs,  and  83%  of  all  DD/MI  programs,  offer  case  management.     Programs  which 
do  not  have  case  management  as  an  approved  waiver  service  usually  are 
outgrowths  of  previous  home  and  community" based  programs  in  which  case 
management  services  have  already  been  developed  under  other  funding  auspices, 
such  as  Title  III  of  the  Older  Americans  Act. 


The  services  most  frequently  provided  in  waiver  programs  serving  the  aged 
and  disabled  are  respite  care,  homemaker  services  and  adult  day  health 
services.  •  Programs  for  the  mentally  and  developmentally  disabled  most  often 
provide  habilitation  services  and  respite  care.     Habilitation  is  an  umbrella 
term  for  a  wide  variety  of  day  program  services,  daily  living  skills  training, 
and  other  supportive  services  which  help  developmentally  disabled  persons  live 
in  non-institutional  settings. 


Table  7 


Waiver 

Programs  with 

Approved  Services 

by  Target 

Population 

Waiver  Services 

Aged/Disabled 

DD/MI 

(N 

=  42) 

(N  =  36) 

N 

% 

N 

% 

Case  Management 

33 

79% 

30 

83% 

Homemaker 

28 

67 

10 

28 

Home  Health  Aide 

13 

31 

6 

17 

Personal  Care 

20 

48 

11 

31 

Adult  Day  Health 

21 

50 

10 

28 

Habilitation 

1 

2 

28 

78 

Respite  Care 

28 

67 

23 

64 

Other 

Transportation 

15 

36 

15 

42 

Emergency  Response  10 

24 

1 

3 

Structural  Modifications  11 

26 

10 

28 

Therapy 

11 

26 

10 

28 

In- home  Nurse 

10 

24 

5 

14 

Miscellaneous 

30 

71 

24 

67 

HCFA  waiver  files 

and  survey  of 

Section  2176  waiver 

•  programs. 
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State  Administration  of  Section  2176  Waiver  Programs 


State  agencies  other  than  the  single  State  Medicaid  agency  often  have  prior 
experience  with  administering  home  and  community-based  service  programs  for 
waiver-eligible  populations.     Consequently,  it  is  not  surprising  that  State 
Medicaid  agencies  have  frequently  delegated  significant  administrative 
components  of  Section  2176  waiver  programs  to  other  State  agencies.     On  the 
other  hand,  other  State  agencies  are  often  unfamiliar  with  the  intricacies  of 
Medicaid  eligibility,  certification,  reimbursement  and  quality  assurance 
provisions,  so  that  there  are  other  components  of  waiver  program  administration 
which  are  usually  left  to  the  State  Medicaid  agency.     For  these  reasons,  the 
administration  of  Section  2176  waiver  programs  is  often  split  between  the  State 
Medicaid  agency  and  another  agency  with  programmatic  expertise  with  the  target 
population.     In  all  cases,  however,  the  State  Medicaid  agency  is  ultimately 
responsible  for  the  operation  of  the  waiver. 

The  most  frequent  split  in  administrative  responsibilities  occurs  in  waiver 
programs  serving  the  developmentally  disabled  and  chronically  mentally  ill.  Of 
the  35  programs  serving  this  group,  at  least  19  (55%)  are  managed  on  a  daily 
basis  by  the  State  Mental  Health/Mental  Retardation  Agency.     Even  if  daily 
administration  is  retained  by  the  State  Medicaid  agency,  many  functions — such 
as  establishing  waiver  services,  conducting  level  of  care  determinations, 
negotiating  reimbursement  rates  with  providers,  and  monitoring  the  delivery  of 
services— are  often  delegated  to  the  State  Mental  Health/Mental  Retardation 
agency.     However,  the  State  Medicaid  agency  often  retains  oversight 
responsibility,  such  as  having  final  sign  off  on  all  new  admissions  to  the 
waiver  program,  and  must  approve  the  plan  of  care  for  all  waiver  recipients. 

In  waiver  programs  serving  the  aged  and  disabled,  State  Medicaid  agencies 
still  frequently  delegate  programmatic  responsibility  to  another  State  agency, 
such  as  a  State  Agency  on  Aging.     Approximately  50%  of  the  waiver  programs 
serving  the  aged  and  disabled  delegate  the  day-to-day  operations  of  the  program 
to  an  agency  which  specializes  in  long-term  care  services  for  these 
populations. 
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In  many  States,  the  Section  2176  waiver  program  represents  the  first  time 
that  the  State  Medicaid  agency  and  the  agency  with  special  programmatic 
expertise  with  the  target  population  have  worked  together  in  the 
administration,  financing,  and  monitoring  of  home  and  community-based 
services.     If,  prior  to  the  waiver  program,  the  administrative,  budgeting,  and 
financing  procedures  of  the  two  agencies  had  been  totally  separate,  it  was 
often  a  major  task  to  consolidate  agency  procedures  for  Section  2176  waiver 
program  operations.    Many  States  report  that  working  out  the  division  of 
administrative  responsibilities  among  participating  State  agencies  was  the  most 
problematic  aspect  of  program  implementation.     In  some  States,  the 
implementation  of  the  waiver  program  was  delayed  for  many  months  until  the 
respective  agencies  could  devise  a  mutually  acceptable  administrative 
approach.     In  other  States,  in  which  there  had  been  previous  efforts  to 
consolidate  the  delivery  of  long-term  care  services,  working  out  the  division 
of  responsibilities  among  separate  agencies  was  not  as  problematic. 

Case  Management:  The  Key  Function 

As  the  gatekeeper  to  waiver  services,  the  case  manager  plays  a  key  role  in 
the  Section  2176  waiver  program.     Although  case  management  is  usually 
identified  as  a  single  service  In  waiver  applications,  the  role  of  the  case 
manager  can  be  divided  into  the  following  separate  functions .     A  single  case 
manager  may  be  responsible  for  all  functions,  or  the  functions  may  be  split 
among  several  actors. 

•  Comprehensive  Client  Assessments.    This  function  involves  conducting  a 
comprehensive  assessment  of  the  medical,  functional  and  social  status  of 
program  applicants .     This  Information  is  then  used  to  make  a  level  of 
care  determination  for  each  client.     In  most  cases,  the  level  of  care 
determination  is  integral  to  the  comprehensive  assessment;  in  some  cases, 
however,  the  level  of  care  determination  is  conducted  separately— for 
example,  by  a  multidisciplinary  team. 

•  Level  of  Care  Determinations.    This  function  involves  using  the 
information  obtained  in  the  comprehensive  assessment  and  deciding  whether 
the  individual  meets  the  level  of  care  and  other  targeting  criteria 
established  for  the  waiver  program.     On  the  basis  of  this  decision,  an 
applicant  is  either  admitted  or  not  admitted  to  the  waiver  program. 
Estimating  the  cost  of  providing  home  and  community- based  services  to  the 
applicant  may  be  a  component  of  level  of  care  determinations. 
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•  Care  Plan  Development.    This  function  Involves  using  the  information 
obtained  in  the  comprehensive  assessment  to  devise  an  individualized  plan 
of  care  for  each  individual.     The  type  and  amount  of  waiver  services,  and 
possibly  other  services,  needed  by  the  individual  are  written  into  the 
care  plan. 

•  Coordination  of  Care.    This  function  involves  assuring  that  the  plan  of 
care  is  implemented,  i.e.,  that  the  services  included  in  the  care  plan 
are  delivered,  particularly  if  there  are  multiple  providers  of  services. 

•  Reassessments .     This  function  involves  conducting  periodic  reassess- 
ments of  waiver  program  clients  to  determine  whether  clients  continue  to 
meet  the  level  of  care  and  targeting  criteria  for  the  waiver  program,  and 
to  revise  individual  care  plans  in  accordance  with  the  changing  service 
needs  of  the  client. 

•  Quality  Assurance.    This  function  involves  monitoring  the  delivery  of 
care  to  recipients  of  waiver  services. 

In  many  programs,  a  single  case  manager  is  involved  in  all  the  separate 
case  management  functions,  including  the  client  assessment,  level  of  care 
determination,  development  of  the  care  plan,  coordination  of  care  delivery,  and 
quality  assurance.     However,  in  approximately  35%  of  the  programs  for  the 
developmentally  disabled  and  45%  of  the  programs  for  the  aged  and  disabled, 
the  functions  are  split  across  more  than  one  agency.     Agencies  involved  may 
include  the  State  Medicaid  Agency,  the  State  agency  with  day-to-day 
responsibility  for  program  administration,  and  the  agency  under  contract  to 
provide  waiver  services. 

A  major  issue  in  the  evaluation  of  State  waiver  programs  is  who  holds  the 
key  to  program  entry.     In  many  States,  the  State  Medicaid  agency  has  retained 
strong  central  control  over  program  entry.    This  control  can  be  manifested 
through  the  agency's  involvement  in  the  establishment  of  targeting  criteria;  in 
its  supervision  of  the  assessment  procedures  which  are  used  to  make  program 
entry  decisions  (e.g.  what  assessment  instruments  are  used  by  case  managers); 
and  in  the  retention  of  final  authority  over  individual  program  admissions.  At 
the  other  end  of  the  spectrum,  a  State  Medicaid  agency  may  have  relinquished 
all  control  over  who  gets  into  the  program  and  who  does  not  to  the  agencies  and 
providers  who  have  day-to-day  responsibility  for  the  waiver  program.  In 
between  these  two  extremes,  control  over  program  entry  is  shared  equally 
between  the  State  Medicaid  agency  and  the  other  entitles  involved.    From  data 
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collected  to  date  on  the  administration  of  State  waiver  programs,  it  appears 
that  State  Medicaid  agencies  retain  greater  control  over  program  entry  for 
waivers  serving  the  aged  and  disabled  than  they  typically  do  for  waivers 
serving  the  developmentally  disabled  and  chronically  mentally  ill. 

In  most  cases,  agencies  which  are  under  contract  to  provide  waiver  services 
to  program  recipients  are  not  involved  in  case  management  functions.  However, 
in  12  A/D  waiver  programs  and  8  DD/MI  programs,  the  provider  agency  also 
performs  some  case  management  activities.     Most  usually,  the  State  Medicaid 
agency  or  State  Mental  Retardation  agency  conducts  initial  client  assessments 
and  makes  level  of  care  determinations.     Then,  once  a  client  is  admitted  to  the 
waiver  program,  a  case  manager  at  the  provider  agency  may  be  responsible  for 
devising  the  individual  plan  of  care,  and  coordinating  the  daily  delivery  of 
waiver  services.    However,  the  statute  requires  that  the  State  Medicaid  agency 
approve  the  plan  of  care. 

Reimbursement  for  Waiver  Services 

To  implement  their  Section  2176  waiver  programs,  States  have  not  only  had 
to  develop  provider  networks  and  case  management  systems  for  the  delivery  of 
waiver  services,  they  have  also  had  to  establish  financial  systems  for  the 
reimbursement  of  waiver  services.     Reimbursement  methods  were  generally  one  of 
the  least  well  formulated  elements  of  program  administration  at  the  time  of 
initial  application.     Consequently,  upon  waiver  approval,  many  States  had  to: 
a)  decide  what  rates  to  pay  for  individual  waiver  services;  b)  define  units  of 
reimbursement;  and  c)  establish  payment  mechanisms  (e.g.  capitated  or 
f ee-for-service) .    Many  of  the  providers  which  are  participating  in  the  waiver 
program  had  never  previously  participated  in  Medicaid.     This  is  particularly 
true  for  private  non-profit  agencies  which  had  operated  under  contract  to  State 
Mental  Health  and  Mental  Retardation  agencies  to  provide  community-based 
services.     These  agencies  typically  operate  on  an  annual  budget,  and  therefore 
had  to  make  adjustments  to  the  claims  processing  procedures  which  are  usually 
employed  in  the  Medicaid  program. 

An  important  characteristic  of  the  Section  2176  waiver  program  is  that  the 
cost  of  providing  care  to  waiver  recipients  is  generally  fixed  ahead  of  time. 
Generally,  a  waiver  recipient  will  undergo  a  comprehensive  needs  assessment, 
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after  which  a  care  plan  is  devised  listing  the  frequency  and  intensity  of 
waiver  services  to  be  provided.     A  fixed  rate  is  also  established  for  each 
waiver  service  provided.    This  may  be  a  uniform  rate  for  all  providers 
participating  in  the  waiver  program,  or  a  rate  which  is  negotiated  with  each 
individual  provider.    Thus,  the  total  cost  of  care  for  each  waiver  program 
recipient  is  generally  known  before  the  delivery  of  services  actually  begins. 
While  this  reimbursement  approach  resembles  some  of  the  characteristics  of 
capitated  payment  systems,  in  that  providers  submit  claims  on  a  monthly  basis 
for  each  client  served,  there  is  generally  not  the  risk  component  of  formal 
capitated  payment  systems.     If  the  service  needs  of  a  waiver  client  increase, 
then  modifications  are  generally  made  to  the  care  plan,  and  payments  to  the 
provider  agency  are  also  increased  accordingly. 

Implementation  Problems 

Upon  approval  of  their  waiver  applications,  many  States  were  ill-prepared 
to  actually  implement  a  Section  2176  waiver  program.  Some  of  the  more  common 
problems  encountered  by  States  during  program  implementation  were: 

©    Interagency  coordination.    Establishing  the  division  of  administrative 
responsibilities  between  the  State  Medicaid  agency  and  the  specialty 
agency  often  required  extensive  negotiation.    This  was  the  most  common 
implementation  problem  reported  by  States. 

•  Establishing  waiver  services.    Delays  were  encountered  in  identifying 
appropriate  providers  of  waiver  services,  in  negotiating  provider 
agreements,  and  in  certifying  providers  for  Medicaid  participation. 

0    Establishing  reimbursement  methods.    Many  States  had  to  develop  rate 
structures  for  waiver  services  from  scratch,  and  negotiate  these  rate 
structures  with  providers  who  had  no  prior  experience  in  Medicaid. 

•  Implementing  targeting  criteria.    Although  those  persons  who  were 
involved  in  writing  the  waiver  application  were  aware  of  the  need  to 
target  services  in  a  cost-effective  manner,  many  persons  who  later  became 
involved  in  the  waiver  program,  such  as  case  managers  and  providers,  had 
a  more  difficult  time  understanding  who  was  eligible  to  receive  waiver 
services  and  who  was  not. 

•  Applying  expanded  eligibility  criteria.     States  had  particular  difficulty 
in  operationalizing  the  expanded  eligibility  options  under  the  waiver, 
i.e.,  the  option  to  waive  deeming  requirements  and  to  include  individuals 
with  incomes  up  to  300%  of  the  SSI  Federal  payment  level. 
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•  Fulfilling  HCFA  data  reporting  requirements.    Many  States  had  difficulty 
setting  up  information  systems  which  were  adequate  to  comply  with  HCFA 
data  reporting  requirements  for  the  Section  2176  waiver. 

•  State  budgetary  problems.     In  a  few  instances,  implementation  delays  were 
related  to  difficulties  in  securing  funding  for  the  State  share  of  waiver 
services.     In  some  cases,  negotiations  occurred  over  whether  the  State 
share  would  come  from  the  Medicaid  agency  budget,  or  from  the  budget  of 
the  agency  with  programmatic  responsibility  for  the  waiver  program  (e.g., 
the  State  Mental  Retardation  agency). 

State  difficulties  in  establishing  reimbursement  and  payment  systems,  and 
in  developing  the  requisite  information  systems  to  comply  with  HCFA  reporting 
requirements,  may  interfere  with  their  accountability  to  HCFA  for  waiver 
program  expenditures.     Several  States  are  serving  clients  and  are  fully 
operational,  but  have  yet  to  submit  any  claims  for  waiver  services,  since  their 
billing  procedures  are  not  yet  in  place.    Regional  Office  assessments  often 
require  States  to  take  corrective  action  to  ensure  financial  accountability 
under  the  waiver,  and  recently-issued  renewal  procedures  require  that  at  least 
two  HCFA  371  reports  and  one  HCFA  372  report  be  accepted  prior  to  the  granting 
of  an  extension  request. 

Waiver  Program  Amendments 

Given  the  inexperience  of  States  in  administering  the  2176  waiver  programs 
and  the  many  issues  which  surfaced  during  implementation,  it  is  not  surprising 
that  there  have  been  many  requests  for  modifications  to  originally  approved 
applications.     The  modification  requests  are  Indicative  of  the  areas  where 
States  have  encountered  difficulties  with  program  implementation. 

As  of  December  31,  1984,  30  programs  had  requested  67  modifications  to 
their  waiver  programs,  of  which  44  had  been  approved.     Of  the  approved  changes, 
the  most  common  was  to  delay  the  effective  date  so  that  States  could  have  a 
full  three  years  of  waiver  coverage  from  the  date  of  actual  or  intended 
implementation. 

Modifications  to  program  eligibility  and  service  coverage  were  also  common 
amendments  to  the  waiver  programs.    Thirteen  programs  expanded  their  programs 
by  enlarging  the  geographic  areas  and  broadening  eligibility  criteria.  This 
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did  not  usually  involve  serving  additional  people  under  the  waiver  as  States 
requesting  expanded  programs  usually  did  so  because  too  few  clients  were 
recruited  from  the  initial  areas  or  entry  points.     Four  States  deleted  services 
that  were  rarely  used  and  three  dropped  expanded  eligibility  options  (300%  rule 
and  waiver  of  deeming  options)  from  their  programs. 

Other  approved  amendments  were  related  to  changing  targeting  criteria  or 
modifying  administrative  aspects  of  the  program.    Several  States  modified  the 
assessment  process  and  two  programs  increased  the  cost  cap  for  individuals  in 
the  waiver  program,  since  original  estimates  were  too  low.      Two  States 
modified  their  reimbursement  systems. 
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Chapter  4 

ENROLLMENT  AND  EXPENDITURES  IN  THE  SECTION  2176  WAIVER  PROGRAM 


The  primary  objective  of  the  Section  2176  Waiver  Program  is  to  provide  home 
and  community-based  care  alternatives  to  institutional  long-term  care  without 
increasing  total  Medicaid  expenditures.    Under  current  regulations,  approval  of 
waiver  applications  is  contingent  on  reasonable  State  projections  that  Medicaid 
per  capita  long-term  care  expenditures  will  be  no  higher  due  to  the  waiver 
program.     In  fact,  all  of  the  waivers  approved  to  date  have  projected  savings 
in  Medicaid  long-term  care  expenditures.     Program  monitoring  and  evaluation 
activities  are  examining  whether  these  projections  are  actually  borne  out. 

This  chapter  presents  an  analysis  of  projections  of  expected  long-term  care 
(LTC)  recipients  and  expenditures  made  by  the  States  in  their  waiver 
applications,  and  compares  these  projections  to  actual  waiver  client  enrollment 
and  Medicaid  long-term  care  expenditure  data  available  as  of  October  1984.  Due 
to  the  newness  of  the  program,  lags  in  the  availability  of  program  expenditure 
data,  and  the  small  number  of  programs  which  have  reported  expenditure  data,  it 
is  not  possible  to  assess  the  accuracy  of  projected  Medicaid  program  savings 
for  the  waiver  program  as  a  whole  at  this  date.    Therefore,  caution  should  be 
exercised  in  drawing  conclusions  from  the  projections  and  impact  analyses 
presented  below. 

Projections  of  Expenditures,  Recipients  and  Expenditures  per  Recipient  with  and 
without  the  Waiver:     The  Waiver  Formula 

Departmental  approval  of  a  waiver  application  is  based  on  the  State's 
projections  showing  that  Medicaid  long  term  care  (LTC)  expenditures  per 
recipient  will  be  no  larger  with  the  waiver  program  than  without  it.  These 
projections  are  presented  in  a  formula  specified  in  the  interim  regulations . ^ 
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There  are,  however,  several  important  limitations  to  the  formula,  both  in  terms 
of  its  use  in  the  waiver  approval  process  and  as  estimates  of  program  savings 
and  utilization. 

The  Waiver  Formula:     Assumptions  and  Limitations 

The  waiver  savings  formula  is  presented  in  Exhibit  3.     It  requires  a  State 
applying  for  a  waiver  to  project  the  number  of  long-term  care  recipients  and 
expenditures  with  and  without  the  waiver  and  show  that  per  capita  costs  will  be 
no  higher  under  the  waiver.     In  comparing  costs,  per  capita  expenditures  are 
defined  as  expenditures  per  recipient  who  would  be  served  without  the  waiver. 
Instead  of  dividing  projected  expenditures  with  and  without  the  waiver  by  the 
number  of  recipients  expected  with  and  without  the  waiver,  respectively,  the 
total  costs  with  and  without  the  waiver  are  both  divided  by  the  total  number  of 
recipients  who  would  be  served  without  the  waiver. 

This  choice  of  per  capita  calculation  is  necessary  to  assure  that  total 
costs  are  no  higher  under  the  waiver.     If  the  average  cost  per  person  served 
decreased,  total  expenditures  would  still  increase  if  many  more  persons  were 
served.    The  hypothetical  example  shown  in  Exhibit  4  demonstrates  how  the  more 
usual  method  of  computing  per  capita  costs  could  result  in  lower  per  capita 
costs,  but  higher  total  expenditures.     Since  the  formula  uses  the  same 
denominator  on  both  sides,  total  projected  long-term  care  costs  with  the  waiver 
cannot  exceed  total  costs  without  the  waiver.     Thus,  the  formula  meets  the 
Congressional  intent  that  the  program  not  be  used  to  increase  aggregate 
Medicaid  expenditures. 

Nonetheless,  the  waiver  formula  is  not  an  absolute  assurance  of  lower 
costs.     First  and  foremost,  the  formula  relies  on  projections  and  assumptions 
which  may  or  may  not  be  accurate.     Over-estimation  of  costs  without  the  waiver 
would  create  the  opportunity  for  showing  unrealistic  "savings"  in  nursing  home 
costs.     The  "savings"  in  nursing  home  costs  would  then  be  available  to  expand 
services  or  refinance,  with  Medicaid  dollars,  State  funds  currently  budgeted 
for  non-matched  home  and  community-based  services,  including  expenditures  above 
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The  Waiver  Formula 

(A  x  B)  +  (C  x  D)           (Fx  G)  +  (H  x  I) 
(F    +    H)           -           (F    +  H) 

WHERE: 

A 

= 

THE  NUMBER  OF  INSTITUTIONAL  RECIPIENTS  WITH  THE  WAIVER 
(i.e.,  recipients  of  SNF,  ICF  and/or  ICF-MR  services, 
whichever  are  elicrible  for  waivered  services) 

B 

THE  ANNUAL  EXPENDITURES  PER  RECIPIENT  IN  "A" 

C 

= 

THE  NUMBER  OF  HOME  AND  COMMUNITY-BASED  CARE  RECIPIENTS 
WITH  THE  WAIVER  (including  those  in  "H" ) 

D 

= 

THE  ANNUAL  EXPENDITURES  PER  RECIPIENT  IN  "C" 

F 

3 

THE  NUMBER  OF  INSTITUTIONAL  RECIPIENTS  WITHOUT  THE  WAIVER 

G 

THE  ANNUAL  EXPENDITURES  PER  RECIPIENT  IN  "F" 

H 

THE  NUMBER  OF  HOME  AND  COMMUNITY-BASED  CARE  RECIPIENTS 
WITHOUT  THE  WAIVER  (e.g.,  home  health) 

I 

THE  ANNUAL  EXPENDITURES  PER  RECIPIENT  IN  "H" 

Since  the  denominators  are  the  same,  the  waiver  formula  can  be  restated  as: 
(A  x  B)  +  (C  x  D)     <     (F  x  G)  +  (H  x  I) 

SINCE:         A  x  B  =  TOTAL  INSTITUTIONAL  EXPENDITURES  WITH  THE  WAIVER 

C  x  D  =  TOTAL  HOME  AND  COMMUNITY-BASED  CARE  EXPENDITURES  WITH 
THE  WAIVER 

F  x  G  =  TOTAL  INSTITUTIONAL  EXPENDITURES  WITHOUT  THE  WAIVER 

H  x  I  =  TOTAL  HOME  AND  COMMUNITY-BASED  CARE  EXPENDITURES  WITHOUT 
THE  WAIVER 


THUS:  TOTAL  LTC  EXPENDITURES  WITH  THE  WAIVER  <  TOTAL  LTC  EXPENDITURES 

WITHOUT  THE  WAIVER 
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Exhibit  4 

Comparison  of  "Per  Capita"  Calculations: 


A  Hypothetical  Example 


The  following  example  demonstrates  how  the  waiver  formula  ensures  that 
total  projected  costs  under  the  waiver  are  no  greater  than  total  projected 
costs  without  the  waiver.     In  the  hypothetical  example,  the  total  costs  are 
$490,000  higher  under  the  waiver  than  without. 

DATA  FOR  HYPOTHETICAL  EXAMPLE: 

A  =  INSTITUTIONAL  RECIPIENTS  WITH  THE  WAIVER  =  1000 

B  =»  EXPENDITURES  PER  INSTITUTIONAL  RECIPIENT  =  $5000 

C  -  HOME  AND  COMMUNITY-BASED  CARE  RECIPIENTS  WITH  THE  WAIVER  -  500 

D  -  EXPENDITURES  PER  HCBC  RECIPIENT  WITH  THE  WAIVER  -  $2000 

F  »  INSTITUTIONAL  RECIPIENTS  WITHOUT  THE  WAIVER  =  1100 

G  »  EXPENDITURES  PER  INSTITUTIONAL  RECIPIENT  -  $5000 

H  =  HOME  AND  COMMUNITY-BASED  CARE  RECIPIENTS  WITHOUT  THE  WAIVER  -  100 

I  -  EXPENDITURES  PER  HCBC  RECIPIENT  WITHOUT  THE  WAIVER  =  $100 


METHOD  1 :  GROSS  PER  CAPITA:         ANNUAL  COST  PER  WAIVER  RECIPIENT  LESS  THAN 

ANNUAL  COST  PER  INSTITUTIONAL  RECIPIENT 

B  _<  D 

^        $5000  <  $2000 

PER  CAPITA  "SAVINGS"  =  $3000 


METHOD  2:   SIMPLE  PER  CAPITA:     AVERAGE  EXPENDITURE  PER  RECIPIENT  WITH  WAIVER 

LESS  THAN  AVERAGE  EXPENDITURE  PER  RECIPIENT  WITHOUT  WAIVER 

(AxB)  +  (CxD)     ,  (FxG)-KHxI) 
(A  +  C) 

$6,000,000 
1500 

$4,000 
PER  CAPITA  "SAVINGS" 


-  (F  +  H) 

$5,500,000 

-  1200 

<_  $4591.67 
$591.67 


METHOD  3:  THE  WAIVER  FORMULA 


$6,000,000  $5,500,000 

1200  -  1200 

$5000  >_  $4591.67 

ER  CAPITA  SAVINGS  =  $  -408.33 


56 


the  Federal  caps  on  Social  Services  Block  Grant  and  Title  III  (of  the  Older 
Americans  Act)  programs.     Since  merely  refinancing  the  existing  volume  of 
services  would  not  reduce  nursing  home  use  and  expenditures,  the  effect  would 
be  a  net  increase  in  Medicaid  costs. 

Second,  the  States  have  an  incentive  to  over-estimate  savings.  Given 
widespread  concerns  at  both  the  State  and  Federal  levels  about  rising  Medicaid 
costs  and  the  need  to  control  public  spending,  legislators  and  policy  makers 
might  not  be  willing  to  support  new  programs  which  are  projected  to  be 
budget-neutral  or  offer  small  savings,  but  which  risk  higher  expenditures. 
Thus,  the  larger  the  projected  savings,  the  more  likely  the  State  will  secure  a 
political  consensus  in  support  of  initiating  a  waiver  program. 

Further,  the  waiver  formula  introduces  a  perverse  incentive  for  States 
which  had  initiated  home  and  community-based  care  type  programs  before  the 
waiver  program.    To  the  extent  that  such  programs  were  successful  in  reducing 
nursing  home  expenditures,  there  are  smaller  or  no  Medicaid  savings  to  be 
gained  through  the  waiver  program.    The  incentive  for  States  which  began 
HCBS-type  programs  prior  to  the  waiver  program  is  to  threaten  to  modify  their 
programs  or  move  the  clients  so  that  they  would  qualify  for  Medicaid 
reimbursement  under  regular  Medicaid  program  rules. 

There  are  a  variety  of  other  ways  in  which  a  State  could  "game"  the 
formula.    A  State  could  estimate  the  number  of  nursing  home  recipients  on  the 
high  side,  since  there  is  no  standard  method  for  projecting  future  increases  in 
recipients.    Alternatively,  a  State  could  over-estimate  the  size  of  the 
reduction  in  the  number  of  nursing  home  recipients  due  to  the  program.  The 
State  could  also  underestimate  the  number  of  waiver  recipients  it  plans  to 
serve,  since  at  present,  there  is  no  clear-cut  penalty  for  exceeding  the 
projection  other  than  the  threat  of  waiver  termination.    The  Department  is 
aware  of  these  threats  to  the  validity  of  the  projections  and  has  established 
procedures  to  review  and  monitor  the  projections. 
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While  the  formula  requires  only  that  projected  per  capita  expenditures  be 
no  higher  under  the  waiver,  there  is  a  valid  concern  that  waiver  applications 
should  show  some  level  of  savings  as  a  safety  corridor  to  protect  against  costs 
which  are  not  accounted  for  in  the  waiver  formula.    A  significant  limitation  to 
the  current  waiver  savings  formula  is  that  it  considers  only  Medicaid 
expenditures  for  long-term  care.    The  current  cost  comparison  excludes  the 
costs  of  non-long-term  services  provided  to  waiver  eligibles,  such  as  hospital 
care,  prescription  drugs  and  physician  services.     Some  States  include  certain 
of  these  services  in  nursing  home  per  diem  rates.     Since  the  waiver  formula 
does  not  include  the  costs  of  these  services  for  the  waiver  recipients,  the 
savings  from  reduced  nursing  home  days  tend  to  be  overestimated.     In  addition, 
it  is  plausible  that  waiver  recipients  might  use  more  physician,  diagnostic  and 
hospital  services  than  they  would  if  in  nursing  homes. 

Of  perhaps  even  greater  importance  is  the  fact  that  the  formula  does  not 
address  "spill-over"  costs  to  other  Federal  programs,  such  as  Medicare, 
Supplemental  Security  Income  (SSI),  food  stamps  and  HUD-subsidized  housing. 
Institutionalized  persons  are  ineligible  for  the  latter  two  programs.  The 
impact  of  the  waiver  program  on  SSI  may  well  be  substantial.  Institutionalized 
persons  receive  only  a  personal  needs  allowance  (up  to  $40  per  month),  while 
the  same  individuals  living  in  the  community  receive  full  SSI  benefits. 
Moreover,  the  "deeming"  option  under  the  waiver  allows  some  individuals  to 
become  SSI  eligible  while  living  in  the  community  who,  in  the  absence  of  the 
program,  would  be  SSI  eligible  only  while  institutionalized.    Although  HCFA's 
monitoring  and  evaluation  address  these  potential  "spill-over"  costs,  the 
authorizing  legislation  specifically  refers  only  to  expenditures  for  medical 
assistance  (Medicaid)  as  a  factor  in  approval  of  waiver  requests. 

Assumptions  Used  by  States  in  Projecting  Savings 

In  the  Department's  review  of  waiver  applications,  considerable  attention 
is  devoted  to  waiver  formula  projections.    The  projected  expenditures  and 
recipients  are  compared  with  historical  trends.     States  are  required  to  justify 
projections  which  are  inconsistent  with  or  depart  from  the  historical  data. 
For  example,  States  have  been  required  to  support  their  projections  of  future 
increases  in  prices  and  recipients  in  the  absence  of  the  waiver  by  providing 
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documentation  of  anticipated  changes  in  the  supply  of  nursing  home  beds  and 
other  relevant  factors.    Thus,  the  projections  must  pass  a  test  of 
reasonability . 

An  additional  consideration  in  the  review  of  the  waiver  formulas  concerns 
the  issues  of  service  population  expansion  and  "refinancing."    Since  some 
waiver  recipients  might  have  received  State-funded  services  in  the  absence  of 
the  program,  the  waiver  might  lead  to  cost-shifting  from  State  budgets  to  the 
Federal  government.    The  potential  is  greatest  where  the  number  of  persons  to 
be  served  in  the  waiver  program  exceeds  the  number  of  persons  who  would 
otherwise  have  been  nursing  home  recipients.    Therefore,  the  Department 
requires  that  States  either:   (1)  show  a  one-for-one  correspondence  between 
waiver  recipients  and  the  reduction  in  nursing  home  recipients;  or,  (2) 
substantiate  the  rationale  for  expanding  the  total  number  of  nursing  home  and 
community-based  recipients  under  the  program. 

A  variety  of  assumptions  and  rationales  have  been  used  by  the  States  to 
project  savings  in  terms  of  what  expenditures  would  have  been  without  the 
waiver  or  how  the  waiver  program  will  affect  institutional  use.    For  example, 
deinstitutionalizing  current  nursing  home  recipients  or  diverting  potential 
admissions  will  not  necessarily  reduce  nursing  home  expenditures  by  the  amount 
which  would  have  been  spent  on  these  individuals  had  they  remained  nursing  home 
patients — -for  two  reasons.     First,  the  fixed  facility  cost  would  be  spread  over 
a  smaller  population.     Second,  if  the  demand  for  beds  exceeds  supply,  the 
emptied  beds  would  be  filled  by  persons  who  otherwise  would  have  been  served 
elsewhere  (e.g.,  as  hospital  alternate  placement  back-up  patients)  or  not  at 
all. 

States  took,  five  basic  approaches  in  justifying  cost  savings  projections: 
closing  facilities,  closing  (decertifying)  beds,  reducing  the  need  to  build  new 
beds  to  meet  future  or  pent-up  demand,  reducing  hospital  back-ups,  or  reducing 
Medicaid  use  of  existing  beds.     As  shown  in  Table  8,  the  A/D  and  DD/MI  programs 
took  somewhat  different  approaches  to  achieving  cost  savings  and  several 
predicated  their  projections  using  several  methods.     Reducing  the  need  for  bed 
increases  was  the  most  frequent  source  of  savings,  used  as  a  rationale  in 
two-thirds  of  both  types  of  programs.     Almost  a  third  of  the  DD/MI  programs 
expected  to  reduce  nursing  home  use  by  closing  beds  or  facilities,  usually  in 
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concert  with  deinstitutionalization  of  the  residents.    The  A/D  programs  were 
more  likely  to  foresee  cost  savings  in  reducing  hospital  back-ups,  although 
only  two  explicitly  included  reduced  hospital  stays  in  their  waiver  formulas. 

About  a  quarter  of  the  approved  waivers  projected  that  their  programs  would 
produce  net  increases  in  the  total  number  of  Medicaid  LTC  recipients. 
Approximately  half  of  these  were  DD/MI  programs  where  waivered  services  would 
be  provided  to  newly  deinstitutionalized  individuals,  as  well  as  others  who 
were  served  in  non-Medicaid  funded  community  care  programs  prior  to  the 
establishment  of  the  waiver  program. 


Table  8 

Methods  for  Achieving  Cost  Savings 
(for  Waivers  Approved  as  of  January  1,  1984) 

A/D  Waivers  DD/MI  Waivers 


(N 

»  33) 

(N 

=  30) 

N 

% 

N 

% 

Close  Facilities 

0 

0 

4 

13 

Close  Beds 

1 

3 

9 

30 

Reduce  Need  for  More  Beds 

22 

67 

20 

67 

Reduce  Hospital  Backup 

6 

18 

3 

10 

Reduce  Medicaid  Occupancy  Rate 

7 

21 

5 

17 

Source:     HCFA  Evaluation  of  the  Medicaid  Home  and  Community-Based  Care  Program 
and  National  Governor's  Association,  An  Analysis  of  Responses  to  the 
Medicaid  Home-  and  Community-Based  Long-Term  Care  Waiver  Program 
(Section  2176  of  PL  97-35). 


The  remainder  of  the  programs  which  expect  to  expand  the  LTC  population 
projected  that  a  portion  of  the  savings  from  reduced  nursing  home  would  finance 
care  for  additional  community  recipients.     One  interpretation  is  that  serving 
persons  who  do  not  represent  immediate  diversions  from  nursing  home  use  will 
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prevent  or  reduce  their  future  use  of  nursing  homes  and  lead  to  reduced 
institutional  use  in  the  long  run.     The  reason  offered  for  early  intervention 
is  that  once  a  person  is  on  the  brink  of  entering  a  nursing  home  it  is  often 
too  late  to  make  a  difference.    One  program  which  offers  waiver  care  only  to 
persons  who  have  already  applied  for  nursing  home  admission  reports  that  four 
out  of  five  potential  waiver  clients  elect  nursing  home  care  rather  than  home 
and  community-based  care.    Another  reason  for  projecting  an  increase  in  LTC 
recipients  is  that  the  State  did  not  believe  it  possible  to  achieve  100% 
targeting  ef f ectivensss . 

The  following  sub-sections  present  information  on  the  projected  impacts  of 
the  waiver  programs  on  expenditures,  recipients  and  expenditures  per 
recipient.     These  data  are  subject  to  several  additional  limitations.  The 
reader  is  cautioned  that  the  data  are  based  on  assumptions  at  the  time  of 
waiver  approval  which  may  no  longer  be  accurate.     The  percentage  changes  shown 
provide  a  limited  view  of  program  impact  because  they  are  generally  based  on 
Statewide  populations,  while  the  programs  frequently  target  on  sub-groups,  such 
as  the  aged  only,  or  serve  only  a  small  area  of  the  State.    Also,  unless 
otherwise  indicated,  the  data  apply  only  to  those  levels  of  care  included  in 
the  waiver,  rather  than  total  LTC  use.     In  several  cases  it  was  necessary  to 
make  adjustments  to  the  States"  projections  in  order  to  present  the  informatior 
in  a  uniform  format. ^    Finally,  the  projections  include  only  those  waivers 
(and  modifications  to  formulas)  approved  through  June  1,   1984.  The 
sub-sections  which  follow  generally  present  summary  data  from  waiver  formulas. 
The  reader  is  referred  to  Appendix  4  which  provides  the  detailed  data  for  each 
of  the  waiver  programs  included  in  the  analysis. 


The  figures  shown  for  waiver  recipients  and  expenditures  are  based  on  the 
assumption  that  persons  who  would  otherwise  use  other  State  plan  alterna- 
tives to  institutional  care  would  not  use  the  waiver  program  (unless  the 
waiver  application  explicitly  noted  cross-overs).    Also,  several  waiver 
applications  provided  projections  for  only  a  geographic  subdivision  of  the 
State.    These  were  converted  to  Statewide  estimates  which  preserved  the 
projected  impact  of  the  program  and  the  projections  of  waiver  recipients 
and  expenditures. 
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Projected  Cost  of  Serving  Waiver  Recipients 


A  key  element  of  waiver  program  cost  savings  is  serving  waiver  clients  at  a 
lower  annual  cost  than  in  nursing  homes.    The  waiver  formula  projections  of 
cost  per  waiver  recipient  averaged  across  all  programs  are  displayed  in  Table 
9.     For  year  one,  the  programs  targeted  on  the  A/D  population  projected  an 
average  cost  per  recipient  per  year  for  walvered  services  of  $3,872,  while 
those  for  the  DD/MI  groups  projected  an  average  cost  of  $12,039  per  recipient. 


Table  9 

Projected  Average  Expenditure  Per  Waiver  Recipient 

Year  1  Year  2  Year  3 

All  Programs               $  9,812  $10,966  $11,864 

A/D  Programs*                3,872  4,073  4,378 

DD/MI  Programs             12,039  13,767  15,002 


Source:     HCFA  Waiver  Files 

*Excludes  California's  program  for  the  disabled 


There  is  wide  variation  across  programs  in  the  cost  of  serving  waiver 
recipients,  due  to  such  factors  as  the  range  of  services  to  be  provided,  unit 
costs  and  the  degree  of  impairment  or  dependency  of  the  service  population  (see 
Appendix  Exhibit  APP-78  for  data  on  individual  waiver  programs).    Eight  A/D 
programs  projected  per  capita  costs  below  $1,000,  with  Iowa  being  the  lowest  at 
$187.    The  most  expensive  A/D  program,  at  $89,713  per  recipient,  is  a  small 
California  waiver  program  which  is  serving  approximately  90  stabilized 
respirator-bound,  comatose  and  other  extremely  dependent  individuals  needing 
24-hour  care  and  expensive  medical  equipment  who  would  otherwise  be  in  acute 
care  hospitals  (because  nursing  homes  will  not  take  them).     Seven  other  A/D 
programs  projected  annual  costs  per  waiver  recipient  in  excess  of  $5,000. 

The  per  capita  costs  for  the  programs  serving  the  DD/MI  groups  range  from 
lows  around  $1,000  to  a  high  of  $43,384.     Fifteen  of  the  programs  projected 
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costs  in  excess  of  $10,000.     Generally  the  lower  cost  DD/MI  programs  are  also 
serving  the  A/D  population,  which  tends  to  reduce  the  average  cost. 

The  projected  cost  of  serving  a  waiver  recipient  is  generally  much  lower 
than  the  cost  of  serving  a  nursing  home  recipient.     Compared  to  an  average 
nursing  home  recipient,  a  waiver  recipient  in  an  A/D  program  is  projected  to 
cost  $9,596  less  per  year  (see  "Gross  Savings  per  Waiver  Recipient"  in  Appendix 
Exhibits  APP-18,  19  and  20  for  data  on  individual  waiver  programs).     In  the 
DD/MI  programs,  a  waiver  recipient  is  estimated  to  cost  $12,263  less  than  an 
ICF-MR  recipient. 

Projected  Impact  on  Number  of  Recipients 

The  total  number  of  home  and  community-based  recipients  projected  to  be 
served  across  all  approved  programs  in  the  first  three  waiver  years  are  68,174, 
84,754,  and  104,688,  respectively  (Table  10).    The  estimate  for  the' first  year 
represents  a  net  increase  of  67,934  (52.9%)  over  the  number  who  would  receive 
community-based  care  without  the  program  (Table  11).    There  is  wide  variation 
in  the  size  of  the  expected  first  year  caseloads,  ranging  from  50  or  less  in 
six  programs  to  over  1,000  in  14  programs  (see  Appendix  Exhibits  APP  -  21,  22 
and  23).    The  average  program  size  is  1,118  for  all  programs,  1,535  for 
programs  which  target  on  the  A/D  (exclusively  or  in  combination  with  DD/MI)  and 
1,190  for  programs  which  serve  the  DD/MI  groups  (alone  or  in  combination  with 
A/D  programs). 

Program  penetration  is  the  proportion  of  total  Medicaid  long-term  care 
recipients  who  are  projected  to  be  served  in  the  waiver  programs.    Across  all 
the  States  with  waivers  it  is  estimated  that  program  penetration  will  be  5.1% 
in  year  one,  6.1%  in  year  two  and  7.4%  in  the  third  year  (Table  10).     If  only 
those  levels  of  care  served  under  the  waivers  are  considered,  then  program 
penetration  is  projected  to  reach  9%  in  year  three.     In  other  words,  by  year 
three,  almost  one  of  every  ten  LTC  recipients  who  would  be  eligible  for  care 
under  the  waiver  program  would  be  a  waiver  recipient.     In  the  waiver  States 
serving  the  DD/MI  groups,  almost  one  of  every  four  long-term  care  recipients 
eligible  for  waiver  care  will  be  served  under  the  waiver  in  the  community.  For 
individual  programs  the  penetration  rate  ranges  from  under  1%  up  to  50%  (see 
Appendix  Exhibits  APP-21,  22  and  23).     About  half  of  the  programs  plan  to  serve 
less  than  10%  of  the  Statewide  LTC  recipients. 
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Table  10 

Projected  Waiver  Program  Caseload  and  Program  Penentration 


Projected 

Estimated  Prog: 

ram  Penetration 

Number  of 

Pet.  of  Waiver 

Pet.  of  all 

Type  of 

Waiver 

Waiver 

Eligible  LTC 

LTC 

Program 

Year 

Recipients 

Recipients 

Recipients 

ALL 

1 

68,174 

6.2% 

5.1% 

2 

84,754 

7.5% 

6.1% 

3 

104,688 

9.0% 

7.4% 

A/D 

1 

53,728 

5.2% 

4.1% 

2 

65,017 

6.2% 

4.9% 

3 

80,374 

7.4% 

5.9% 

DD/MI 

1 

39,264 

20.2% 

3.0% 

2 

45,743 

22.4% 

3.4% 

3 

52,188 

24.4% 

3.7% 

Notes:     Program  penetration  percentage  equals  waiver  recipients  divided 
by  total  LTC  recipients  (institutional  recipients,  waiver 
recipients  and  recipients  of  other  State  Plan  home  and 
community-based  services,  if  the  latter  were  included  in  the 
waiver  formula  projection).    The  column  "waiver  eligible" 
includes  only  those  institutional  recipients  in  levels  of  care 
subject  to  the  waiver,  while  "all"  includes  SNF,  ICF  and  ICF/MR. 

Only  those  States  with  waivers  for  the  target  group  referenced 
are  included  in  the  computations. 

The  sum  of  the  sub-totals  for  A/D  and  DD/MI  is  greater  than  the 
ALL  programs  figure  because  recipients  in  programs  which  serve 
both  the  A/D  and  DD/MI  groups  are  included  in  both  sub-totals. 

Sources:     HCFA  waiver  files  for  projected  waiver,  institutional  and  other 
recipients  eligible  for  waiver.    HCFA-2082  data  for  1982  were 
used  to  extrapolate  estimated  penetration  for  waiver  covered 
levels  to  all  levels  of  care. 
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The  States'  projected  impacts  of  the  waiver  programs  on  total  institutional 
recipients  (for  levels  of  care  affected  by  the  waiver  programs)  are  reductions 
of  54,868,  69,870  and  86,473  in  years  1,  2  and  3,  respectively  (Table  11). 
Relative  to  expected  numbers  without  the  waiver,  these  are  declines  of  5.2%, 
6.4%  and  7.7%,  respectively.     The  percentage  reductions  in  nursing  home 
recipients  by  level  of  care  (where  the  application  showed  recipients  by  level 
of  care)  are  proportionately  greater  for  ICF-MR;  for  example,  11.4%  versus  3.9% 
and  4.3%  for  SNF  and  ICF,  respectively  in  year  one.    However,  the  net  decrease 
in  recipients  is  greater  for  SNF  and  ICF  than  for  ICF-MR  (14,724  and  19,869 
versus  10,807). 

The  impact  of  the  waiver  program  on  total  LTC  recipients  (eligible  nursing 
home,  waiver  and  other  community-based  alternatives)  are  increases  of  13,066 
(1.1%),  14,903  (1.2%)  and  18,261  (1.5%).     Fifteen  States  expect  the  waiver  to 
increase  the  size  of  the  total  LTC  population;  however,  seventy-five  percent  of 
the  increase  is  due  to  LTC  population  expansions  in  two  of  the  earliest 
approved  waivers:     Louisiana  and  Oregon.     Stated  reasons  for  net  increases 
include:     serving  individuals  who  were  previously  deinstitutionalized  or 
diverted  into  state-funded  community  programs;  early  intervention  for  persons 
whose  institutional  use  would  occur  in  a  subsequent  year;   the  recognition  that 
targeting  criteria  might  not  result  in  one-for-one  reductions  in  nursing  home 
recipients;  and  use  of  the  waiver  to  reduce  the  length  and  cost  of  alternate 
placement  days  in  acute  care  facilities. 

Projected  Impact  on  Expenditures  for  Long-Term  Care 

The  projected  net  impact  of  the  waiver  program  on  Medicaid  LTC  expenditures 
is  composed  of  expected  decreases  in  spending  for  institutional  services  and 
increases  in  spending  for  home  and  community-based  services.     In  aggregate,  the 
approved  waiver  programs  are  projected  by  the  states  to  reduce  expenditures  for 
nursing  home  care  by  $705.9  million  (6.1%  of  expenditures  for  covered  levels) 
in  year  one  (Table  12).     Over  40%  of  the  projected  savings  are  in  ICF-MR 
services,  with  the  remainder  of  savings  split  almost  equally  between  SNF  and 
ICF  care.     The  ICF-MR  reduction  represents  a  decrease  of  9.8%  in  ICF-MR 
expenditures  in  waiver  States,  while  the  SNF  and  ICF  projected  savings  are 
about  5%. 
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Table  11 


Projected  Waiver  Program  Impact  on  LTC  Recipients 
By  Level  of  Care  and  Waiver  Year 


LEVEL  OF  CARE 

YEAR 

1 

YEAR 

2 

YEAR 

3 

# 

% 

# 

% 

# 

% 

ALL 

13,066 

1.1% 

14,903 

1.2% 

18,261 

1. 

5% 

INSTITUTIONAL 

-54,868 

-5.2% 

-69,870 

-6.4% 

-86,473 

-7. 

7% 

SNF 

-14,879 

-3.9% 

-18,204 

-4.7% 

-23,505 

-6. 

0% 

ICF 

-22,524 

-4.3% 

-27,047 

-5.2% 

-31,684 

-5. 

9% 

ICF-MR 

-11,753 

-11.4% 

-17,203 

-16.0% 

-22,370 

-20. 

1% 

COMMUNITY-BASED 

67,934 

52.9% 

84,800 

67.7% 

104,734 

81. 

0% 

Notes:     Impacts  shown  are  relative  to  projected  recipients  without  the 

waiver  in  levels  of  care  affected  by  the  waiver  across  all  waiver 
States . 

Recipient  projections  by  specific  level  of  care  were  unavailable 
for  several  programs;  therefore,  the  sum  of  impacts  by  level  of 
care  is  less  than  the  institutional  total. 

Source:     HCFA  waiver  files 


66 


Table  12 


By 

Level  of 

Care  and  Waiver 

Year 

LEVEL  OF  CARE 

YEAR 

1 

YEAR  2 

YEAR 

3 

$  (1,000s) 

% 

$  (1,000s) 

% 

$  (1,000s) 

% 

ALL 

-403,450 

-3.6% 

-556,600 

-4.4% 

-703,593 

-5.1% 

INSTITUTIONAL 

-705,917 

-6.5% 

-1,042,797 

-8.7% 

-1,416,816 

-10.7% 

SNF 

-157,664 

-4.8% 

-200,635 

-5.6% 

-262,804 

-6.7% 

ICF 

-170,454 

-4.5% 

-225,136 

-5.4% 

-294,874 

-6.4% 

ICF-MR 

-305,025 

-9.8% 

-518,364 

•14.9% 

-728,447 

-18.9% 

COMMUNITY-BASED 

302,466 

57.6% 

486,198 

85.1% 

713,223 

112.9% 

Notes:       Impacts  shown  are  relative  to  total  projected  expenditures  without  the 
waiver  for  levels  of  care  affected  by  the  waivers  across  all  waiver 
States. 


Expenditures  by  institutional  level  of  care  were  unavailable  for 
several  programs;  therefore,  the  sum  across  levels  of  care  is  less 
than  the  institutional  total. 

Source:     HCFA  waiver  files 
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Waivered  services  are  projected  to  add  $302.5  million  to  expenditures  for 
community-based  long-term  care  in  year  one,  increasing  to  $486.1  million  in 
year  two  and  $713.2  million  in  year  three. 

Total  projected  savings  from  the  waiver  programs  are  $403.5  million  in  year 
one,  $556.6  million  in  year  two  and  $703.6  million  in  year  three.  These 
represent  percentage  savings  for  covered  levels  of  care  (including  other 
community-based  alternative  care)  of  3.6%  for  year  one,  4.4%  for  year  two  and 
5.1%  for  the  third  year.     Projected  savings  for  individual  programs  ranges 
widely  (see  Appendix  Exhibits  APP-18,  19  and  20).     Florida  estimates  its 
program  (with  two  waivers)  will  save  $144  million  (24.7%)  in  its  third  year, 
while  six  other  programs  anticipate  savings  of  greater  than  $25  million. 
Savings  of  less  than  $1  million  are  projected  by  14  programs. 

The  aggregate  Medicaid  LTC  savings  per  anticipated  waiver  recipient  across 
all  programs  is  $5,915  in  year  one  and  $6,717  in  year  three.    Per  recipient 
savings  (for  year  three)  are  almost  twice  as  large  in  the  programs  which  serve 
the  DD/MI  groups;  $9,815  versus  $5,089  for  programs  serving  the  A/D  groups. 
The  savings  per  total  LTC  recipients  who  would  be  served  without  the  program 
(i.e.,  the  waiver  formula  number)  are  $329,  $457  and  $563  for  years  one  through 
three,  respectively.    On  this  basis,  per  capita  savings  in  the  DD/MI  programs 
are  about  six  times  those  for  the  A/D  programs. 

Table  13  displays  estimated  savings  by  program  and  fiscal  year,  based  on 
the  actual  or  assumed  implementation  date.^    For  FY  1983,  savings  are 
estimated  at  over  one  quarter  of  a  billion  dollars.     By  FY  1985,  they  are 
projected  to  pass  half  a  billion  dollars  and  for  FY  1986  will  approach  $0.7 
billion.     Savings  over  the  five  years  are  estimated  to  total  $2.04  billion. 

Realizing  this  level  of  savings  is  contingent  on  States  actually  serving 
the  projected  numbers  of  waiver  recipients  at  the  projected  costs  and  effecting 
the  projected  reductions  in  nursing  home  use  through  the  program.     The  sections 


Year  four  savings  were  assumed  to  be  equal  to  year  three  savings,  probably 
an  underestimate.  Savings  were  assumed  to  be  evenly  distributed  by  month, 
which  leads  to  an  overestimate  of  FY  82-84  savings. 
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Table  13 

Projected  Total  Medicaid  Savings  By  Fiscal  Year 

(in  $l,000s) 


Target 

Fiscal  Year 

Waiver 

uLUUpa 

Program 

jc  jlt  v  cu 

1982 

1983 

X  7  %J  J 

1984 

X  7  \J*+ 

1985 

1 986 

AL 

x/xs 

$0 

$8  340 

$22  754 

$27  193 

$27  193 

CA 

1 

DD 

$871 

$4,523 

$8,967 

$12,931 

$12,931 

CA 

2 

MI 

$0 

$0 

$0 

$61,273 

$64,948 

CA 

3 

A 

$0 

$1  217 

$5  827 

$9  987 

$13  829 

yi j jUty 

CA 

4 

17 

$0 

$1  451 

$6  260 

$7  692 

$7  896 

CO 

1 

A/D 

$0 

$3  785 

$6  328 

S7  416 

$7  797 

CO 

2 

DD-MI 

$0 

$6,030 

$26,669 

$36,346 

$42,430 

CT 

A/D 

$0 

$279 

$1,327 

$2,546 

$3,023 

DE 

$0 

$1  59 

$919 

y  717 

$2  143 

$3  252 

FL 

1+2 

a— nn 

$54  439 

$118  S^l 

ylJU j 1 v 1 

$144  013 

$144  013 

GA 

$682 

$512 

$799 

y  /  77 

$799 

y  /  7  7 

$799 

y  /  7  7 

HI 

1 

DD 

$0 

$0 

$561 

$1,224 

$2,002 

HI 

2 

A/D 

$0 

$0 

$182 

$504 

$673 

HI 

3 

a  /n 

$0 

$96 

$706 

y  /  \J  U 

$1  620 

$2  954 

IA 

a  /n 

$490 

$70? 

$773 

$791 

y  /  7  x 

$791 

y  /  7  x 

IL 

1 

a  /n 

$o 

9<J 

$Q  131 

$37  7Q0 

$A3  1AA 

$47  826 

IL 

2 

DD 

$0 

$493 

$3,990 

$11,422 

$15,538 

KS 

A/D-DD-MI 

$382 

$2,380 

$5,947 

$8,986 

$8,986 

KY 

1 

cn 

9U 

<5  1  ? 
9 1 , ZOU 

9  J  ,JJ'» 

C  S    1  1  Q 

CA  AftQ 
90 , U07 

KY 

2 

a  /n 
A/  U 

cn 

9l ,uzz 

9** ,  ZUZ 

94 , 044 

CA  Q1Q 

KY 

3 

A/  U 

CA 

9U 

ca 

9U 

C7  6R 
9  /  Oo 

yOJ7 

LA 

A/D-DD 

$19,838 

$42,443 

$51,209 

$57,210 

$57,210 

MA 

1 

A 

$0 

$0 

$230 

$618 

$797 

MA 

2 

a  /n 

$o 

$0 
9U 

$0 

9U 

$3  716 

yj) / lu 

$4  519 

9H  ,  J  1  7 

MA 

3 

$o 

9U 

$0 
9U 

$0 

$9  523 
9^ ,JiJ 

$10  780 

MD 

$0 

$0 

$  1  504 

91, JU4 

$2  835 

9 ,  OJJ 

ME 

DD 

$0 

$0 

yv 

$1 ,926 

$6,043 

$9,435 

MN 

1 

A 

$203 

$1,283 

$2,806 

$3,124 

$3,124 

MN 

2 

DD 

$0 

$0 

$0 

$3,957 

$8,931 

MO 

1 

A 

$517 

$2,886 

$5,989 

$7,934 

$7,934 

MO 

2 

A 

$111 

$455 

$491 

$520 

$520 

MT 

1 

DD 

$64 

$120 

$170 

$178 

$178 

MT 

2 

A/D-DD 

$0 

$175 

$2,166 

$3,072 

$4,520 

NC 

1 

A/D 

$0 

$0 

$552 

$874 

$1,144 

NC 

2 

DD 

$0 

$151 

$889 

$2,796 

$5,963 
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Table  13  (cont.) 


Projected  Total  Medicaid  Savings  By  Fiscal  Year 

(in  $1,0008) 


Target 

Fiscal  Year 

Waiver 

Groups 



Program 

Served 

1982 

1983 

1984 

1985 

1986 

im  1 

ND  1 

uu 

61   i  no 

611 

617  Kf\A 

ND  2 

A/D 

$0 

$353 

$1,552 

$2,091 

$2,451 

NE 

DD 

$0 

$0 

$0 

$221 

$1,222 

NH  1 

DD 

$0 

$107 

$1,287 

$1,364 

$1,571 

NH  2 

A/D 

$0 

$0 

$492 

$2,007 

$2,170 

VI  T  1 

NJ  1 

DD 

$0 

$0 

$4 ,867 

$14 ,895 

$27 ,759 

NJ  2 

A/D 

$0 

$0 

$2,515 

$5,659 

$8,920 

NM  1 

A/D 

$0 

$326 

$2,034 

$2,510 

$2,978 

NM  2 

DD 

$0 

$0 

$0 

$2,193 

$2,922 

NV 

DD 

$6 

$115 

$499 

$830 

$830 

NI 

A/  u 

cn 
$U 

6 "i  on? 
yj) OLD 

9ZU , / yo 

6oo  or\7 

9ZZ , yu/ 

OR 

A/D-DD-MI 

$0 

$1,248 

$1,187 

$994 

$968 

PA 

DD 

$0 

$30 

$176 

$358 

$396 

RI  1 

A/D 

$0 

$455 

$1,638 

$2,392 

$2,392 

RI  2 

MI 

$0 

$108 

$483 

$699 

$891 

uu 

9U 

<5A   79  ^ 
9**  ,  /  a  j 

9 /  ,  OOZ 

6Q  q 

97 , y ju 

sc 

A/D 

$0 

$4,120 

$8,001 

$11,548 

$13,603 

SD 

DD 

$422 

$1,229 

$1,318 

$1,642 

$1,642 

TN 

A/D 

$0 

$0 

$0 

$175 

$189 

TX 

A 

$0 

$169 

$378 

$446 

$451 

UT 

A/D-DD-MI 

6n 
9U 

9Z 

{in 

Coin 

$853 

VA 

A/D 

$0 

$2,942 

$4,294 

$4,825 

$4,864 

VT 

DD-MI 

$124 

$766 

$2,237 

$4,222 

$4,222 

WA  1 

A/D 

$0 

$4,504 

$11,273 

$16,691 

$18,749 

WA  2 

DD 

$0 

$0 

$6,369 

$7,834 

$8,266 

WI 

DD 

$0 

$0 

$1,582 

$3,128 

$4,637 

wv 

A/D-DD 

6/"> 

$0 

$3,462 

$1 ,777 

$1 ,548 

$1,597 

All  Programs 

$78,149 

$235,505 

$417,916 

$615,292 

$697,350 

Programs 

Serving: 

A/D  Groups  Only 

$2,003 

$39,495 

$115,737 

$165,836 

$189,077 

DD  -  MI 

Groups  Only 

$1,487 

$27,516 

$103,170 

$232,815 

$290,127 

Multiple 

Groups 

$74,659 

$168,494 

$199,009 

$216,641 

$218,146 

Source : 

HCFA  Waiver 

Files 

70 


which  follow  examine  actual  program  implementation,  waiver  program  enrollment, 
and,  to  the  extent  data  are  available,  program  impacts  on  the  numbers  of  LTC 
recipients  and  LTC  expenditures. 

Implementation  Status 

Information  on  implementation  status  and  delays  in  implementation  are 
summarized  in  Table  14  for  programs  approved  through  December  31 »  1984  (see 
Appendix  Exhibit  APP-17  for  State  detail).4    These  data  were  obtained  by 
surveying  the  States  and  from  the  annual  survey  of  waiver  programs.    Of  the  74 
programs,  six  had  not  been  implemented  as  of  December  31 »  1984.    However,  of 
these  six,  only  two  had  approved  start  dates  prior  to  1984.  Thirty-eight 
percent  of  the  programs  were  implemented  with  no  delay.    Sixty-seven  percent 
began  within  a  half  year  after  the  initially  approved  start  date.    It  appears 
that  programs  targeted  on  the  DD/MI  population  were  initiated  more  rapidly  than 
those  for  the  A/D  group.    Delays  averaged  3.9  months  for  DD/MI  programs 
compared  to  4.3  months  for  the  "A/D  programs.    Substantially  fewer  and  shorter 
delays  occurred  for  programs  approved  to  start  after  1983  than  for  those  with 
earlier  start  dates. 

In  spite  of  the  relative  success  of  the  States  in  initiating  service 
delivery,  a  substantial  proportion  of  the  programs  have  experienced  delays  in 
fully  implementing  all  the  systems  and  procedures  expected  of  a  mature 
program.    For  example,  many  have  been  slow  to  establish  operational  data 
systems  capable  of  providing  management  information  or  producing  the  mandated 
HCFA  expenditure/utilization  reports.    Several  States  also  reported  in  the 
survey  conducted  in  the  Summer  of  1984  that  they  were  experiencing  delays  or 
difficulties  in  automating  payments  to  providers  or  initiating  claims  for 
Federal  Medicaid  matching  (FFP)  on  service  claims  paid  outside  the  regular 
Medicaid  payment  system. 


Table  14  counts  two  programs  with  different  start  dates  for  different 
target  groups  twice.     Also,  the  two  waivers  which  Florida  operates  as  a 
single  program  were  counted  as  one,  and  the  new  Georgia  waiver  is  not 
counted  since  it  is  essentially  a  renewal. 
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Waiver  Program  Enrollment 


Currently  available  information  indicates  that  over  53,000  persons  had  been 
served  by  the  waiver  programs  as  of  June  1,  1984.    Table  15  displays  the  total 
number  of  persons  admitted  to  each  of  the  active  waiver  programs  through  June 
1,  1984.     (In  some  cases,  a  recent  census  count  of  active  clients  was  reported, 
which  understates  the  total  number  of  individuals  served  to  date.)  The 
largest  numbers  of  clients  served  to  date  are  in  Florida,  which  currently  has 
3,320  aged/disabled  and  6,543  developmentally  disabled  clients,  and  in 
Illinois,  which  has  served  6,965  aged/disabled  recipients  through  June  1, 
1984.5    Seventeen  programs  have  served  50  or  fewer  persons,  while  12  have 
served  1000  or  more.    Of  the  total  reported  enrollment  in  waiver  programs, 
28,496  (53%)  were  reported  to  be  aged  and/or  disabled,  17,313  (32%) 
developmentally  disabled  and/or  mentally  ill  and  7,508  (14%)  were  not  reported 
by  category. 

Table  16  summarizes  current  program  enrollment  by  type  of  program,  year  of 
implementation  and  percent  of  expected  enrollment.     As  expected,  the  majority 
of  the  persons  served  to  date  are  in  programs  which  began  in  1981  or  1982.  In 
aggregate,  the  programs  for  the  aged/disabled  appear  to  be  serving  fewer 
persons  than  projected  by  the  States,  while  the  programs  for  the  DD/MI  groups 
appear  to  be  close  to  projected  enrollment.    The  percentages  of  expected  number 
actually  served,  which  are  displayed  in  Table  16,  represent  a  crude  comparison 
because  it  was  not  possible  to  adjust  for  turnover  or  census  counts.     In  the 
programs  for  the  A/D  groups,  turnover  can  be  substantial.    One  program  reported 
quarterly  discharges  exceeding  20%  of  average  census.    A  high  turnover  rate 
will  make  a  program  which  has  been  in  operation  for  several  years  appear  to  be 
serving  more  people  than  projected,  since  the  projections  reflect  the  expected 
count  of  unduplicated  recipients  for  a  single  year  while  the  numbers  served 
reflect  total  persons  over  more  than  one  year. 

The  column  labeled  "in  current  waiver  year"  shows  the  number  served 
relative  to  the  total  number  of  recipients  projected  in  waiver  applications  to 
be  served  during  the  most  recent  year  for  which  actual  or  estimated  user  counts 
were  available.     Since  many  of  the  programs  had  operated  less  than  a  year,  an 


Data  were  unavailable  for  Illinois*  DD  program. 
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Table  IS 


Total  Number  of  Persons  Served  Through  June  1, 
by  Target  Croup  and  Waiver  ProRram 


1984 


W*iv«r 

Daca 

Number  of 

Prorran 

Iapleaented 

Parsons  Served 

for  tha  Aged  and/or 

Disabled- 

Tt 
11* 

7/83 

6,965 

CA 
uA 

10/81  (1) 

4,748 

FL 

4/82 

3,320  • 

MY 

12/82  (1) 

3,078 

CO 

1 
I 

2/83 

2,194 

CA 

J 

7/83  (1) 

2,074 
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CT 
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SC 
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1 
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648 
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1 
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VA 

11/82 
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1 
1 

3/83 

357 

T  A 
LA 
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4/82 

346 

MM 

8/83 

265 

NJ 

2 

11/83 

24  5 

NC 

1 

U/83 

219 

IA 

1/82 

178 

WV 

12/82 

168 

KY 

2 

7/83 

129  (3) 

CA 

4 

7/83  (4) 

112 

HI 

3 

8/83 

69 

TX 

1/83 

44 

HO 

2 

7/82 

30  (2) 

MA 

1 

5/84 

13 

HI 

2 

5/84 

12 

TOTAL  A/D 

28,496 

'Waivers  for  the  developaentally  disabled  and 

sentally  111- 

FL 

1  ** 

4/82 

6,543  • 

AL 

10/82 

1 ,900 

LA 

**• 

7/82 

1,731 

NJ 

1 

10/83 

1  320 

CO 

2 

9/83 

1 ,06 1 

CA 

1 

11/82 

880 

WA 

2 

12/83 

768  * 

VT 

7/82 

612 

NV 

7/82 

494 

SD 

6/82 

447 

CT 

1 

4/83 

363 

NH 

1 

9/83 

332 

ND 

1 

4/83 

200 

III 

3 

7/83 

114 

HE 

U/83 

93 

MD 

2/84 

78 

RI 

2 

7/83 

65 

PA 

1 

7/83 

59 

PA 

2 

7/83 

55 

NC 

2 

7/83 

54 

DE 

7/83 

48 

MT 

1 

12/81 

45  (2) 

HI 

1 

10/83 

24 

WV 

•a* 

3/84 

17 

WI 

10/83 

10 

IL 

2 

7/83 

NA 

TOTAL  DD/MI 


17,313 


OR 
ICS 

MT  2 

UT 

TOTAL  COMBINED 


-Coablned  target  groups- 

12/82 

7/82 

9/83 
U/83 


6,768  (5) 

555 

178 

 7 

7,508 


Source:  Survey  of  2176  waiver  prograne 

Notes:  *      Program  client  census  reported. 

**    PL  1  waiver  serves  both  A  and  DO  groups; 

FL  2  serves  aged  persons  also  served  In  FL  1 . 
***  Prograa  serves  eoablned  target  groups; 

enrol laent  data  reported  separately  for  each. 

1.  Converted  froa  an  1115  waiver  demonstration. 

2.  Progrsa  discontinued  by  State. 

3.  Persons  served  as  of  7/18/84. 

4.  Oparsted  froa  7/82  to  7/83  as  a  State  funded  progri 

5.  Includes  A/D  and  MI  groups;  excludes  DO  group. 

Table  excludes  programs  Implemented  after  June  1,  1984. 
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Table  16 

Percent  of  Expected  Number  of  Waiver  Clients  Served 


By  Target  Group  and  Year  of  Program  Implementation 
(Programs  Approved  as  of  June  1,  1984) 


PERSONS  SERVED  AS  OF  6/1/84* 


PERCENT  OF  EXPECTED  NUMBER 
TO  BE  SERVED 


AS  OF  REPORTING  IN  CURRENT  WAIVER 


NUMBER 

DATE 

** 

YEAR 

*** 

TARGET 

YEAR 

NUMBER 

OF 



GROUPS 

IMPLE- 

OF 

PERSONS 

AVERAGE 

ALL 

AVERAGE 

ALL 

JLil\  V  uU 

MENTED 

PROGRAMS 

SERVED 

PROGRAM 

PROGRAMS 

PROGRAM 

PROGRAMS 

ALL 

1981 

2 

4,793 

144.6% 

188.6% 

131.7% 

164.5% 

1982 

18 

29,623 

90.1% 

95.0% 

85.0% 

88.7% 

1983 

30 

18,781 

97.6% 

83.7% 

77.6% 

70.9% 

1984 

4 

120 

202.7% 

81.4% 

36.0% 

14.1% 

TOTAL 

54 

53,317 

104.6% 

94.7% 

79.0% 

83.8% 

AGED  &/0R 

1981 

1 

4,748 

190.2% 

190.2% 

165.6% 

165.6% 

DISABLED 

1982 

12 

17,016 

33.7% 

77.2% 

31.8% 

72.5% 

1983 

15 

14,215 

93.6% 

77.1% 

79.8% 

68.4% 

1984 

2 

25 

195.8% 

56.8% 

16.3% 

4.7% 

TOTAL 

30 

37,735 

79.6% 

83.4% 

47.9% 

75.4% 

DEVELOP- 

1981 

1 

45 

99.1% 

99.1% 

97.8% 

97.8% 

MENTALLY 

1982 

9 

19,930 

168.9% 

97.5% 

160.9% 

94.4% 

DISABLED 

1983 

17 

4,751 

92.7% 

105.2% 

68.8% 

73.9% 

1984 

2 

95 

209.7% 

91 .9% 

55.7% 

30.2% 

TOTAL 

29 

25,167 

124.6% 

98.9% 

97.5% 

89.0% 

Sources:     Survey  of  2176  waiver  programs  for  actual  number  served 

HCFA  2176  waiver  files  for  expected  number  of  waiver  recipients 

NOTES  TO  TABLE: 

*       Data  are  the  number  of  persons  ever  served  since  the  start  of  the 

program.     See  Table  15  for  programs  which  reported  a  current  census 
count  or  for  a  different  period.    Persons  served  in  combination  programs 
which  did  not  report  sub-totals  for  the  A/D  and  DD  groups  are  included 
in  both  sub-totals.    Table  16  does  not  include  Illinois  DD  program. 
Data  reported  for  the  Oregon  DD  program  include  only  the  MI  population 
and  not  the  MR  population. 

**      Based  on  waiver  formula  projections  of  annual  recipients,  prorated  for 
actual  months  of  operation  at  time  of  reporting. 

***    Based  on  total  annual  recipients  projected  to  be  served  in  the  most 
current  waiver  year. 


alternative  estimate,  shown  in  the  column  labeled  "as  of  reporting  date," 
adjusts  for  the  actual  number  of  months  of  service.     While  these  percentages 
present  a  more  appropriate  comparison  in  most  instances,  this  adjustment 
presents  a  somewhat  distorted  picture  of  those  DD/MI  programs  which  started 
recently  and  deinstitutionalized  clients  rapidly.     These  programs  are  made  to 
appear  to  be  serving  too  many  people. 

The  percent  of  expected  caseload  data  is  shown  for  the  average  program  and 
for  all  programs.    The  former  figure  indicates  how  the  average  State  has 
performed.    The  latter  figure  represents  the  total  program  and  is  the  total 
enrollment  divided  by  the  sum  of  expected  individual  program  enrollments.  For 
the  waiver  program  in  aggregate,  enrollment  is  estimated  to  be  94.7%  of  the 
adjusted  projected  enrollment  to  date  and  83.8%  of  total  recipients  projected 
for  the  current  waiver  year.    The  DD/MI  programs  appear  to  be  just  about  on 
target  in  serving  the  numbers  of  persons  projected  in  aggregate,  while  the  A/D 
programs  are  serving  fewer  than  expected.    For  individual  programs  there  is  a 
large  range.    About  one  in  six  of  the  programs  appears  to  be  serving  a  third  or 
less  of  the  expected  number  of  clients,  while  an  equal  proportion  appears  to 
have  exceeded  projections  by  50%.    However,  client  turnover  may  account  for 
estimates  of  over-service.    More  accurate  comparisons  of  projected  and  actual 
recipients  based  on  the  small  number  of  HCFA  371  reports  submitted  to  date  are 
presented  in  the  next  section. 

Analysis  of  Initial  State  Reports  of  LTC  Expenditures  and  Recipients 

This  section  compares  the  small  number  of  currently  available  initial  State 
reports  of  expenditures  and  recipients  under  the  waiver  with  the  projections 
made  by  the  States  on  their  waiver  applications.    Estimates  of  waiver  program 
savings  based  on  these  reports  are  also  presented. 

States  are  required  to  file  two  annual  reports  on  their  waiver  program 
expenditures  and  recipients.     The  HCFA  371  form  is  used  to  report  actual  LTC 
expenditures  and  unduplicated  recipient  counts  for  community  care  and 
institutional  recipients.     Updated  projections  of  LTC  recipients  and 
expenditures  with  and  without  the  waiver  for  the  next  waiver  years  are  also 
reported  on  the  form.    These  revised  projections  are  subject  to  HCFA  approval. 
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The  HCFA  372  is  used  to  report  expenditures  and  recipients  by  type  of 
service  for  institutionalized  waiver  eligibles  and  actual  waiver  recipients. 
The  waiver  recipients  and  their  expenditures  are  broken  out  by  category  of 
eligibility  (aged,  disabled  and  other)  and  whether  they  entered  the  program 
directly  from  a  LTC  institution  or  another  source.     Total  days  of  waivered 
service  are  reported,  which  facilitates  computation  of  annualized  service 
costs.    The  HCFA  371  is  based  on  date  of  payment,  while  the  HCFA  372  is  based 
on  date  of  service. 

It  is  expected  that  first  year  HCFA  371s  will  not  provide  an  accurate  basis 
for  estimating  long-run  waiver  costs  or  savings.     Due  to  payment  lags,  and,  in 
some  cases,  slow  caseload  build-up,  the  initial  HCFA  371s  will  most  likely 
under-report  actual  incurred  costs  and  not  reflect  the  cost  of  serving  waiver 
clients  over  a  full  year.     The  date  of  payment  basis  is  problematic  given  that 
a  number  of  programs  have  experienced  difficulties  in  implementing 
reimbursement.     All  submitted  HCFA  371s  are  subject  to  review  and  acceptance  by 
HCFA.     Most  of  the  HCFA  371s  filed  to  date  have  required  consultation  with  the 
States  and  often  submission  of  revised  figures.     In  part,  the  revisions  reflect 
non-standard  estimation  methods  used  in  the  original  projections  and  initially 
submitted  HCFA  371,  such  as  the  use  of  average  monthly  caseload  instead  of 
unduplicated  recipients,  as  required  by  the  HCFA  371. 

The  analysis  of  HCFA  371s,  below,  is  based  on  fifteen  of  the  sixteen  HCFA 
371s  which  had  been  accepted  as  of  October,   1984.     (Only  three  HCFA  372s  have 
been  accepted  and  they  have  not  been  analyzed  for  this  report.     Additional  HCFA 
371s  and  372s  are  under  review  and  when  approved  will  be  included  in  subsequent 
evaluation  reports.)    One  State,  North  Carolina,  is  excluded  from  the  analysis 
because  it  had  not  implemented  its  waiver  reimbursement  system  and,  as  a 
result,  reported  zero  expenditures  and  recipients  of  waivered  services  on  its 
first  year  HCFA  371,  although  the  program  was  operational  during  its  first 
waiver  year.     Kentucky's  HCFA  371  noted  that  expenditures  for  waiver  care  were 
under-reported  due  to  payment  lags.     When  several  years  of  experience  with  the 
waiver  are  reported,   the  HCFA  371s  are  likely  to  provide  a  more  accurate 
picture  of  the  numbers  of  persons  served  and  expenditures. 
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The  analysis  of  waiver  program  savings  presented  below  is  based  on  HCFA 
371s  from  eleven  waiver  programs.^  For  four  programs,  both  first  and  second 
year  reports  were  available.     Caution  is  advised  in  generalizing  to  the  program 
as  a  whole  from  this  small  number  of  HCFA  371  reports.     Most  of  the  reports  are 
for  the  first  year  and  may  not  reflect  total  first  year  waiver  recipients  and 
expenditures.     Second,  the  data  from  the  small  number  of  programs  with  accepted 
HCFA  371s  is  likely  to  be  unrepresentative  of  all  the  waiver  programs  since 
States  which  are  experiencing  difficulties  with  their  programs  might  be 
expected  to  lag  behind  others  in  preparing  acceptable  HCFA  371s. 

Finally,  estimating  program  savings  by  comparing  the  actual  expenditures 
for  long-term  care  under  the  waivers  with  the  States'  projections  of  the 
expenditures  they  expected  to  incur  without  the  waivers  is  problematic  for 
several  reasons.    The  data  include  only  Medicaid  long-term  care  costs  and  do 
not  indicate  whether  the  program  has  affected  costs  for  the  full  array  of 
Medicaid  services  or  the  other  publicly  supported  services  used  by  the 
long-term  care  recipients.     Second,   the  States  may  have  had  an  incentive  to 
project  unrealistically  large  savings  from  the  program  and  may  have  done  so  by 
inflating  the  projections  of  costs  which  would  have  been  incurred  without  the 
waivers.     Certainly  the  States  had  no  incentive  to  show  the  cost  containment 
effects  of  other  actions  they  might  have  taken  had  the  waivers  been  unavail- 
able.    In  addition,  while  the  projections  may  have  been  accurate  at  the  time 
they  were  prepared,  any  subsequent  changes  in  State  policy  with  respect  to 
reimbursement  methods  and  rates,  eligibility  standards  and/or  medical  necessity 
criteria  could  undermine  the  validity  of  the  projections.     Since  the  first  year 
projected  savings  from  the  waivers  are  generally  small  relative  to  expenditures 
for  institutional  care,  a  small  error  in  projecting  institutional  costs  without 
the  waiver  could  have  a  very  large  effect  on  the  apparent  savings  estimated  by 
comparing  actual  costs  with  the  waiver  to  projected  costs  without  one.     Even  a 
modest  and  otherwise  acceptable  error  in  projecting  costs  could  entirely  mask 
savings  from  an  effective  program  or  make  an  ineffective  program  appear  to  be 
highly  cost-effective. 


It  was  not  possible  to  compute  first  year  savings  for  the  Iowa  program 
due  to  the  difference  between  the  statewide  data  reported  in  Iowa's  first 
year  HCFA  371  and  the  single  county  data  the  State  submitted  in  its  waiver 
application  formula. 
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For  these  reasons,  the  first  step  in  estimating  waiver  program  savings  from 
the  available  HCFA  371s  was  to  examine  the  accuracy  of  the  States'  projections 
of  expenditures  and  recipients  with  the  waiver.     Exhibits  5  through  10  present 
comparisons  of  actual  expenditures,  recipients  and  expenditures  per  recipient 
with  the  States'  "under  the  waiver"  projections  from  the  approved  applications 
(or  modifications).^     The  major  conclusion  to  be  drawn  from  the  comparison  is 
that  the  projections  were  not  sufficiently  accurate  to  compute  waiver  program 
savings  without  some  adjustments. 

As  shown  in  Exhibit  5,  nine  of  the  eleven  States  erred  by  more  than  10%  in 
projecting  the  number  of  first  year  waiver  recipients.     Eight  of  the  States 
served  fewer  recipients  in  the  first  year  than  they  had  projected.  The 
projections  of  institutional  recipients,  as  shown  on  Exhibit  6,  were  more 
accurate  but  differed  by  at  least  3%  from  the  actual  number  in  half  of  the 
cases.    The  absolute  error  in  estimation  of  nursing  home  recipients  is 
significant  since  in  several  of  the  cases  it  equaled  50%  or  more  of  the 
projected  number  of  waiver  recipients.     It  is  possible  that  missing  the  target 
in  terms  of  the  projected  number  of  waiver  recipients  might  be  the  source  of 
the  error  in  projecting  institutional  recipients.     If  fewer  waiver  clients  than 
expected  were  served,  then  more  people  would  receive  institutional  care  than 
projected.     Likewise,  the  effect  of  overshooting  the  projected  waiver  caseload 
should  be  fewer  institutional  recipients  than  projected.     However,  in  ten  of 
the  thirteen  cases  the  opposite  occurred.     In  other  words,   the  projection 
errors  were  likely  to  either  mask  or  create  the  appearance  of  a  waiver  program 
impact  on  nursing  home  use. 

The  projections  of  expenditures  per  recipient  were  likewise  at  considerable 
variance  with  the  actual  expenditures,  as  shown  in  Exhibits  7  and  8.     In  ten  of 
the  thirteen  cases  the  projections  of  nursing  home  costs  per  recipient  were  at 
least  5%  off.    Actual  expenditures  per  waiver  recipient  were  almost  always 
lower  than  had  been  projected  by  the  states.     About  half  the  programs  spent 
less  than  75%  of  the  projected  amount.     However,  as  noted  earlier,  comparison 
of  actual  and  projected  cost  per  waiver  recipient  should  be  viewed  with  extreme 
caution  because  few  of  the  recipients  would  have  been  served  for  a  full  year. 


See  Appendix  Exhibits  APP-79  through  APP-83  for  a  tabular  presentation  of 
the  data. 
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Exhibit  5 

Comparison  of 
Actual  vs  Projected  Waiver  Recipients 
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Table  Notes: 

Number  following  State  abbreviation  refers  to  waiver  year. 

KY    State's  HCFA  371  report  noted  under-reporting  of  HCBC  waiver  use  due 
to  claim  lags. 

MT2  Program  discontinued  by  Montana  in  month  11  of  second  year. 
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Exhibit  6 


Comparison  of  Actual  vs  Projected 
Total  LTC  Institutional  Recipients1  Under  the  Waiver 
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Table  Notes: 

Number  following  State  abbreviation  refers  to  waiver  year. 
1     Excludes  levels  of  care  unaffected  by  waiver  program. 

IA1  Iowa  year  1  estimated  and  actual  recipients  for  institutional  care  are 
not  comparable  as  reported. 

MT1  Montana  year  1  data  repotted  for  single  county  only. 

MT2  Montana  year  2  includes  ICF  level  of  care;  however,  primary  impact  is 

on  ICF/MR  where  the  %  difference  between  actual  and  projected  recipients 


Exhibit-  7 


Comparison  of 

Actual  vs  Projected  Expenditures  Per  Waiver  Recipient. 


HC8C  EXPENDITURES  PER  WAIVER  RECIPIENT 
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Table  Notes: 

Number   following  State  abbreviation  refers  to  waiver  year. 

IA     Case  management,    the  only  waiver  service,  was  not  reported  as  a  service 
cost . 

RI     For  total    (waiver  and  non-waiver)   HCBC  percapita  expenditures  projected 
vs  actual   is  -44.2%. 

KY     State's  HCFA  371   report  noted  under-reporting  of  waiver  costs  due  to 
claims  lags. 

SC     Waiver-only  costs  not  reported,  data  include  non-waivered  HCBC  services. 

MT2  Montana  year   2  waiver  service  costs  are  annualized  as  program  was  discon- 
tinued by  State  in  month  11  of  second  year;   case  management  costs  of 
aprox.   $360  percapita  are  excluded. 


Exhibit  8 


Comparison  of  Actual  vs  Projected 
Expenditures  Per  LTC  Institutional  Recipient 
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Table  Notes: 

Number   following  State  abbreviation  refers  to  waiver  year. 

IA1  Iowa  year   1  estimated  and  actual  expenditures  for  institutional  care 
are  not  comparable  as  reported. 

MT1  Montana  year  1  data  reported  for  single  county  only. 

MT2  Montana  year  2  includes  ICF  level  of  care;  however,  primary  impact  is 
on  ICF/MR  where  the  %  difference  between  projected  and  actual  percapita 
expenditures  is  22.9%;  data  are  annualized  as  Montana  discontinued  program 
in  month  11  of  second  year . 
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Exhibit  9 


Comparison  of 
Actual  vs  Projected  Waiver  Expenditures 
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Table  Notes: 

Number   following  state  abbreviation  refers  to  waiver  year. 

IA     Case  management,    the  only  waiver   service,  was  not  reported  as  a  service 
cost . 

KY     State's  HCFA  371   report  noted  under-reporting  of  HCBC  waiver  costs  due 
to  claims  lags. 

Rl     For   total    (waiver  and  non-waiver)   HCBC  services  projected  vs  actual  expen- 
ditures is  -51.2%. 

SC     Waiver-only  costs  not  reported;    includes  waivered  and  non-vja ivered  HCBC 
services. 

MT2  Expenditures  annualized  as  program  discontinued  by  Montana  in  month  11 
of  second  year;  waiver  expenditures  include  state/county  case  management 
cost  of  aprox.  $30,800. 
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Comparison  of  Actual  vs  Projected 
Total  LTC  Institutional  Expenditures-!-  Under  the  Waiver 
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Table  Notes: 

Number   following  state  abbreviation  refers  to  waiver  year. 

1     Excludes  levels  of  care  unaffected  by  waiver  program. 

IA1  Iowa  year   1  estimated  and  actual  expenditures  are  not  comparable  as 
reported  for  year  one. 

MT1  Montana  year   1  data  reported  for  single  county  only;   includes  minimal 
amount  of  ICF  care  for  ICF/MR  patients. 

MT2  Expenditures  annualized  as  program  discontinued  by  Montana  in  month  11 
of  second  year;   includes  ICF  loc  however  primary  impact  is  on  ICF/MR 
where  the  %  difference  between  actual  and  estimated  expenditures  is  6.3%. 
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The  costs  per  recipient  in  Georgia,  Montana  and  South  Dakota  are  likely  to  be 
reasonable  representations  of  annual  costs  since  the  Georgia  waiver  program 
began  with  an  active  caseload  from  a  preceding  demonstration  and  the  Montana 
and  South  Dakota  programs  acquired  their  deinstitutionalized  caseloads  very 
rapidly.     Waiver  service  expenditures  per  recipient  were  fairly  close  to  the 
projected  figures  in  these  three  programs. 

The  comparisons  of  total  expenditures  shown  in  Exhibits  9  and  10  reveal 
similar  or  larger  errors  in  estimation.    All  States  spent  less  on  waivered 
services  than  they  projected.     Only  Montana  and  Georgia  were  within  10%  of 
projected  total  waiver  spending.     The  lower  than  expected  cost  of  the  waiver 
programs  is  most  likely  due  to  a  combination  of  not  meeting  waiver  recipient 
targets,  lower  than  expected  costs  per  recipient  and  lags  in  claims  payments. 

Waiver  program  savings  were  estimated  as  the  difference  between  the 
estimated  total  LTC  costs  without  the  waiver  and  the  actual  total  LTC  costs 
with  the  waiver.    The  former  are  the  estimates  provided  by  the  States  in  their 
waiver  applications  (or  HCFA  approved  revision);  the  latter  are  the  States' 
actual  experience  as  reported  on  the  HCFA  371  form.     Two  different  savings 
estimates  were  made.     The  first  used  the  original  waiver  projections  of 
expenditures  without  the  waiver  program.     To  the  extent  that  actual 
expenditures  with  the  waiver  were  lower  than  projected  expenditures  without  the 
waiver,  there  are  "savings."    This  method  shows  all  but  one  of  the  programs 
with  savings  (though  not  necessarily  for  each  year  in  the  programs  with  two 
years  of  experience).^ 

However,  these  estimates  of  "savings"  are  probably  inaccurate  because:  (1) 
the  projections  on  which  they  are  based  were  found  to  be  inaccurate;  and,  (2) 
the  raw  comparison  of  the  projections  and  the  actual  experience  credited 
several  of  the  waiver  programs  with  nursing  home  recipient  reductions  which 
exceeded  the  number  of  waiver  recipients.    As  shown  above,  the  States' 
estimates  of  nursing  home  recipients  and  expenditures  per  nursing  home 
recipient  with  the  waivers  were  off  the  mark.     Therefore,  the  projections  of 
nursing  home  expenditures  and  recipients  without  the  waiver  are  also  likely  to 
be  in  error.     In  several  cases,  the  raw  comparison  between  the  projected  number 


The  savings  estimates  based  on  the  unadjusted  without  waiver  projections 
are  given  in  Appendix  Exhibit  APP-84. 
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of  nursing  home  recipients  without  the  waiver  and  the  actual  number  of  nursing 
home  recipients  with  the  waiver  showed  much  larger  differences  than  could  have 
been  caused  by  the  operation  of  the  waiver  programs.     For  example,  in  year  two 
Montana  had  437  fewer  ICF  and  98  fewer  ICF-MR  recipients  than  it  projected  it 
would  have  without  the  waiver,  yet  it  served  only  45  persons  in  the  waiver 
program.    South  Carolina  experienced  641  more  nursing  home  recipients  with  the 
waiver  than  it  predicted  it  would  without  the  waiver.     In  both  instances  it  is 
highly  implausible  that  waiver  programs  were  responsible  for  the  entire 
difference  between  the  projected  and  actual  numbers  of  recipients  of  nursing 
home  care. 

Therefore,  to  obtain  more  accurate  estimates  of  savings,  it  was  necessary 
to  adjust  the  projections  of  total  LTC  expenditures  without  the  waiver  for 
errors  in  predicting  both  nursing  home  recipients  and  expenditures  per  nursing 
home  recipient.     First,  the  projections  of  nursing  home  expenditures  per 
recipient  without  the  waiver  were  adjusted  using  the  percentage  error  which  was 
found  when  the  "with  waiver"  projections  and  actual  figures  with  the  waiver 
were  compared.     For  example,  if  a  State's  actual  cost  per  nursing  home 
recipient  was  ten  percent  higher  than  it  had  projected  it  would  be  with  the 
waiver,  its  estimated  cost  per  recipient  without  the  waiver  was  adjusted 
upwards  by  ten  percent. 

The  projected  numbers  of  nursing  home  recipients  without  the  waiver  were 
also  adjusted*    A  different  method  was  used  since,   in  contrast  to  the  cost  per 
recipient,  it  was  likely  that  some  of  the  error  in  projecting  the  number  of 
nursing  home  users  with  the  waiver  was  due  to  errors  in  estimating  the  number 
of  waiver  recipients  actually  served.     An  adjustment  was  therefore  made  so  as 
to  not  allow  States  to  take  credit  for  reductions  in  the  number  of  nursing  home 
recipients  which  exceeded  the  number  of  waiver  recipients  actually  served.  The 
adjustment  assumed  that  waiver  care  had  substituted  for  institutional  care  at 
the  rate  the  State  projected  in  its  waiver  formula  (but  not  exceeding  1:1).  If 
there  was  an  increase  in  nursing  home  recipients,  it  was  assumed  that  this  was 
not  due  to  the  waiver;   the  only  cost  increase  assumed  to  be  resulting  from  the 
waiver  was  the  cost  of  the  waiver  services  themselves. 
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The  resulting  savings  estimates  are  the  most  accurate  estimates  possible 
given  the  waiver  savings  formula  approach  and  data.     However,  they  are  subject 
to  an  important  limitation;  where  there  were  fewer  actual  nursing  home 
recipients  with  the  waiver  than  projected  to  occur  without  it,  this  "best  case" 
estimate  assumes  that  waiver  care  substituted  for  nursing  home  care  without 
directly  measuring  the  actual  extent  of  substitution.     It  is  entirely  possible 
that  all  or  most  of  the  drop  in  nursing  home  recipients  after  the  adjustment  is 
due  to  factors  other  than  the  waiver  program.    Likewise,  where  there  were  more 
nursing  home  recipients  than  were  expected  without  the  waiver,  it  is  possible 
that  the  waiver  program  had  diverted  some  waiver  recipients  from  nursing  homes, 
but  no  credit  is  given  the  program  for  savings  since  the  approach  was  unable  to 
address  whether  the  increase  in  recipients  would  have  been  even  higher  without 
the  waiver. 

The  best  estimates  of  savings,  presented  in  Exhibits  11  and  12,  show  that 
eight  of  the  eleven  programs  produced  savings.     In  four  programs,  all  A/Ds,  the 
savings  are  less  than  two  percent  of  the  adjusted  projected  expenditures 
without  the  waiver.     In  the  three  cases  where  the  programs  do  not  appear  to 
have  reduced  expenditures  for  institutional  care,  the  cost  increase  is 
negligible  (under  0.3%).     In  contrast,  savings  appear  to  be  substantial  in  the 
four  programs  which  only  serve  the  DD  population.    These  programs  had  estimated 
savings  ranging  from  5%  to  20%  of  the  adjusted  estimated  cost  of  LTC  services 
without  the  waiver. 

While  the  analysis  suggests  some  degree  of  success  across  this  group  of 
programs,  it  is  important  to  keep  in  mind  that  the  savings  shown  are  the  "best" 
estimates  which  can  be  made  with  available  data.     They  are  also  based  on 
projections  of  expenditures  without  the  waiver  program  which  may  be  biased 
towards  a  showing  of  savings.     For  example,  on  one  level  it  appears  that  the 
adjusted  savings  estimate  for  the  Montana  waiver  is  reasonably  accurate,  since 
most  or  all  of  the  waiver  recipients  were  previously  institutionalized  in  an 
ICF-MR  that  was  closing  its  doors,  as  noted  in  the  urgency  of  the  State's 
request  for  rapid  consideration  of  its  waiver  application.     On  the  other  hand, 
it  is  not  possible  to  determine  whether  the  State  would  have  arranged  and  paid 
for  community  placement  for  these  individuals  had  the  waiver  program  not 
existed  or  whether  it  would  have  shifted  them  to  some  other  institutional 
setting.     The  savings  estimated  for  this  program  assume  the  latter  would  have 
occurred  without  the  waiver. 


* 
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Exhibit  11 


Estimated  Savings1  and  Percent,  of  Total  LTC  Expenditures^ 

Aged  and  Disabled  Programs  Only 
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Table  Notes: 

Number  following  Stale  abbreviation  refers  to  waiver  year. 

*     Savings  equal  the  difference  between  the  state's  actual  LTC  expenditures 
with  the  waiver  and  the  State  estimate  of  LTC  expenditures  without  the  waiver. 

2     Percents  based  on  adjusted  LTC  expenditures  without  the  waiver  for  the 
levels  of  care  affected  by  the  waiver  program. 

IA1  Iowa  year  1  estimated  and  actual  expenditures  for  institutional  care 
were  not  comparable  as  reported. 
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Exhibit.  12 


Estimated  Savings1  and  Percent  of  Total  LTC  Expenditures2 
Developmentally  Disabled  and  Mentally  111  Programs  Only 


Table  Notes: 

Number   following  Slate  abbreviation  refers  to  wavier  year. 

1  Savings  equal   the  difference  between  the  state's  actual  LTC  expenditures 
with  the  waiver  and  the  state  estimate  of  LTC  expenditures  without  the  waiver. 

2  Percents  based  on  adjusted  state  projection  of  the  LTC  expenditures  without 
the  waiver   for  the  levels  of  care  affected  by  the  waiver  program. 

KY    Savings  may  be  overstated  due  to  under-reporting  of  waiver  expenditures 
as  noted  on  the  HCFA  371. 

MT2  Montana  year   2  savings  are  based  on  annualized  data  as  program  was  discon- 
tinued by  State  in  month  11  of  second  year. 
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In  summary,  recognizing  the  limitations  inherent  in  using  projections  to 
estimate  savings  and  the  short-term  focus  of  the  analysis,  it  is  reasonable  to 
conclude  that  four  DD  programs  achieved  significant  Medicaid  savings  (on  the 
order  of  5%  to  20%  of  adjusted  projected  Medicaid  LTC  expenditures  without  the 
waiver)  and  that  the  six  A/D  and  one  combined  AD/DD  program  ranged  from  nearly 
budget  neutral  to  marginal  cost  savings  for  Medicaid.    However,  findings  for 
this  small  group  of  programs  should  not  be  taken  to  indicate  aggregate  savings 
for  these  programs  or  the  waiver  program  as  a  whole,  since  only  Medicaid  LTC 
expenditures  were  addressed,  the  majority  of  programs  reported  on  only  their 
first  year's  experience,  and  they  represent  only  a  small  fraction  of  all  waiver 
programs . 

Information  being  collected  and  analyzed  in  the  HCFA  evaluation  of  the 
waiver  program  will  provide  a  firmer  basis  for  more  accurate  estimates  of 
waiver  program  impact  on  Medicaid  nursing  home  use,  Medicaid  expenditures  for 
long-term  care  and  on  expenditures  by  other  publicly-supported  programs  which 
serve  the  Medicaid  long-term  care  population.    At  the  present  time  the  number 
of  HCFA  371s  which  have  been  submitted  and  accepted  by  HCFA  is  too  few  to 
provide  an  accurate  accounting  of  the  program.    Analyses  of  a  broader  range  of 
waiver  programs  using  more  rigorous  research  methods  (such  as  the  planned 
comparisons  of  trends  in  expenditures  and  recipients  between  States  with  and 
without  waiver  programs)  will  offer  a  clearer  indication  of  program  impact. 
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Chapter  5 

PROGRAM  MONITORING  AND  EVALUATION  ACTIVITIES 


As  is  evident  from  the  data  presented  in  Chapter  4,  it  is  too  early  to  make 
any  definitive  conclusions  about  what  impact  the  Section  2176  waiver  program  is 
having  on  aggregate  Medicaid  expenditures .     While  survey  data  have  been 
successful  in  providing  estimates  of  waiver  program  caseloads  through  June  of 
1984,  payment  and  reporting  lags  make  it  difficult  to  estimate  total 
expenditures  for  home  and  community-based  services  under  the  waiver  as  of  this 
date.     Estimations  of  what  impact  the  waiver  program  is  having  on  nursing  home 
utilization  and  expenditures  must  also  await  further  data  reporting  by  States, 
independent  data  collection  activities,  and  analysis.     Consequently,  HCFA  has 
put  special  emphasis  on  annual  State  assessments  of  Section  2176  waiver 
programs  conducted  by  Regional  Office  staff  as  a  means  of  program  monitoring, 
as  discussed  in  Chapter  3.     This  chapter  summarizes  the  findings  of  37  State 
assessments  conducted  through  the  fall  of  1984,  and  discusses  some  of  the  major 
implementation  issues  which  have  been  identified  through  the  assessment 
process.     It  also  presents  the  approach  being  taken  in  the  Department's 
three-year  evaluation  of  Section  2176  program  impacts.     Finally,  the  chapter 
presents  some  preliminary  observations  about  the  cost-effectiveness  of  the 
Section  2176  waiver  program,  based  on  information  obtained  to  date. 

Findings  from  HCFA  Regional  Office  Assessments 

Overall,  Regional  Office  assessments  conducted  to  date  have  found  that  most 
States  are  implementing  the  program  in  general  conformance  with  Congressional 
intent  and  the  statutory  requirements  of  Section  2176.     States  are  conducting 
comprehensive  assessments  of  applicants  for  waiver  services  and  providing 
services  only  to  persons  who  meet  the  ICF,  SNF  or  ICF/MR  level  of  care  criteria 
which  are  applicable  in  that  State.    Providers  are  delivering  services  in 
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conformance  with  plans  of  care  tailored  to  the  needs  of  each  individual. 
Mechanisms  to  protect  the  health  and  welfare  of  persons  receiving  waiver 
services  have  been  established,  and  case  management  services  are  being  provided 
to  monitor  the  delivery  of  services,  to  coordinate  care  among  providers,  and  to 
periodically  reassess  the  level  of  care  needs  among  waiver  participants. 

At  the  same  time,  the  State  assessment  process  has  been  useful  in 
identifying  some  of  the  more  prevalent  problem  areas  in  State  implementation. 
Findings  from  State  assessments  have  in  turn  been  useful  in  helping  HCFA 
determine  what  administrative  changes  are  needed  to  improve  its  overall 
management  of  the  program.    As  States  have  occasionally  struggled  with  a 
significant  change  to  their  Medicaid  service  benefit  package,  so  too  has  the 
Department  benefited  from  the  experience  gained  during  the  first  three  years  of 
program  administration.     The  State  assessments  have  also  identified  those  few 
States  where  more  serious  problems  are  evident,  and  HCFA  has  made  it  clear  to 
these  States  that  renewal  of  waivers  beyond  the  initial  three-year  period  is 
contingent  upon  corrective  actions  being  taken.    Major  findings  from  State 
assessments  are  discussed  below. 

Section  2176  permits  States  wide  flexibility  in  deciding  what  services  to 
provide  in  their  waiver  programs.    However,  beyond  the  restriction  on  room  and 
board,   there  has  been  a  need  to  clarify  other  limitations  on  the  range  of 
services  which  can  be  reimbursed  under  Section  2176.     In  line  with 
Congressional  intent,  the  Department  has  taken  the  position  that  only  those 
services  which  are  necessary  to  help  waiver  recipients  avoid  institutional 
placement  are  eligible  for  reimbursement.     This  issue  arose  in  several  Section 
2176  waiver  programs  serving  developmentally  disabled  persons,  where  States 
wished  to  include  pre-vocational  and  vocational  training  services  as  part  of 
their  waiver  service  package.     Since  only  services  which  are  necessary  to  avoid 
institutionalization  are  permitted  by  the  statute,  and  because  funding  for 
sheltered  workshops  and  other  vocational  services  is  provided  through  other 
Federal  programs,  the  Department  is  not  approving  payments  for  vocational 
training  services  under  the  waiver.     When  States  have  made  payments  for 
services  not  included  under  the  approved  waiver,  disallowances  have  occurred. 
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Although  case  management  is  specifically  designated  in  the  legislation  as  a 
reimbursable  waiver  service,  the  definition  of  case  management  services  is 
subject  to  wide  interpretation.     In  addition  to  providing  individualized 
services  to  waiver  recipients,  many  States  include  within  their  definition  of 
case  management  services  the  initial  screening  and  assessment  of  program 
applicants,  as  well  as  the  conduct  of  level  of  care  determinations.  Since 
these  procedures  are  essential  components  of  an  effective  home  and 
community-based  services  program,  HCFA  has  generally  allowed  these  procedures 
to  be  Included  within  the  definition  of  case  management  services.    However,  a 
few  States  have  tried  to  use  the  waiver  to  refinance  administrative  activities 
(e.g.  existing  nursing  home  preadmission  screening  programs)  at  the  Medical 
Assistance  Payment  rate  (which  ranges  between  50%  and  83%)  instead  of  the  usual 
50%  administrative  FFP  rate.    Some  limitation  on  the  extent  to  which  case 
management  services  can  be  used  to  finance  screening  and  assessment  procedures 
for  persons  who  are  determined  ineligible  or  inappropriate  for  waiver  services 
may  therefore  be  needed. 

A  common  finding  has  been  that  administering  agencies  and  providers  are  not 
maintaining  adequate  file  documentation.     This  is  related  to  the  fact  that  many 
of  the  State  agencies  and  providers  participating  in  the  Section  2176  waiver 
program  have  little  or  no  prior  experience  with  providing  services  under 
Medicaid,  and  therefore,  no  experience  with  Medicaid  documentation 
requirements.     When  administrative  responsibility  had  been  delegated  by  the 
State  Medicaid  agency  to  another  State  or  local  agency,  formal  interagency 
agreements  had  sometimes  not  been  established.     Similarly,  written  provider 
agreements  did  not  always  conform  to  Medicaid  requirements,  or  were  totally 
absent.    While  level  of  care  determinations,  care  plans,  and  re-evaluations 
were  generally  being  carried  out  as  specified  in  waiver  requests,  adequate 
documentation  that  these  procedures  were  being  conducted  was  often  not 
available  on  a  client-specific  basis.     Some  States  were  also  cited  for  not 
informing  applicants  who  were  determined  not  to  meet  the  requisite  level  of 
care  criteria  of  their  right  to  appeal  the  determination  in  a  fair  hearing 
process . 

The  Section  2176  waiver  legislation  specifically  states  that  individuals 
determined  eligible  for  waiver  services  must  be  informed  of  the  feasible 
alternatives  under  the  waiver,  and  offered  the  choice  of  home  and 
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community-based  or  institutional  care.     This  statutory  requirement  has  proved 
problematic  in  a  few  States  where  the  waiver  program  is  being  used  to  help  the 
State  comply  with  consent  decrees  to  deinstitutionalize  specifically-designated 
persons  from  State  institutions.    About  half  of  the  States  with  waiver  programs 
for  the  developmentally  disabled  indicate  that  they  are  currently  operating 
under  some  kind  of  court  order  to  deinstitutionalize  their  State  facilities. 
In  some  cases,  the  courts  have  ordered  the  deinstitutionalization  of  specific 
individuals  regardless  of  the  preference  of  the  individual  client  or  the 
client's  parents.    Therefore,  some  States  claim  that  clients  cannot  be  offered 
the  choice  of  institutional  care,  given  the  mandate  of  the  court  order. 
However,  this  conflicts  directly  with  the  statutory  requirements  of  Section 
2176.    The  Department  is  working  to  devise  an  acceptable  resolution  to  this 
conflict,  so  that  the  waiver  program  can  continue  to  assist  States  in  meeting 
their  deinstitutionalization  objectives. 

Perhaps  the  most  problematic  area  identified  by  State  assessments,  however, 
has  been  in  the  area  of  financial  accountability.    Again,  problems  with 
financial  accountability  were  most  evident  in  States  where  the  lead 
responsibility  for  administering  the  waiver  had  been  delegated  by  the  State 
Medicaid  agency  to  another  agency,  such  as  a  State  Agency  on  Aging  or  a  State 
Department  of  Mental  Health  and  Mental  Retardation.     In  most  States,  these 
types  of  agencies  fund  community-based  services  through  annual  contracts  with 
private  agencies,  and,  in  some  cases,  these  States  tried  to  implement  the 
waiver  program  using  their  pre-existing  payment  systems.     For  example,  some 
lead  State  agencies  continued  to  fund  their  service  providers  through  annual 
contracts,  and  planned  to  bill  the  State  Medicaid  agency  retroactively  for 
services  provided  to  individuals  determined  eligible  for  the  waiver  program. 
However,  State  assessments  have  sometimes  found  that  it  was  impossible  for 
these  States  or  their  providers  to  disaggregate  the  costs  of  services  provided 
to  waiver  clients  from  the  costs  of  services  provided  to  persons  who  were  not 
waiver-eligible.     Some  States  were  funding  providers  based  on  average  daily 
caseloads  instead  of  tying  reimbursements  to  individual  waiver  recipients. 
State  assessments  have  made  it  clear  to  States  that  an  audit  trail  must  be 
established  in  making  payments  for  waiver  services,  and  that  payments  made  for 
waiver  recipients  and  services,  including  case  management  services,  must  be 
clearly  disaggregated  from  payments  for  non-waiver  clients  and  non-waiver 
services . 
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States  have  also  been  slow  in  establishing  data  systems  which  would  allow 
them  to  comply  with  HCFA  data  reporting  requirements  under  the  waiver.     It  is 
apparent  that  many  States  initially  thought  they  would  only  be  required  to 
account  for  the  costs  of  waiver  services,  rather  than  the  total  Medicaid  costs 
incurred  by  waiver  recipients,  as  required  by  the  HCFA  372.     The  inadequacy  of 
many  State  data  systems  to  track  individual  waiver  recipients  and  expenditures 
account  for  the  small  number  of  HCFA  371s  and  372s  accepted  by  HCFA  as  of  this 
date.     In  devising  procedures  for  renewals  of  Section  2176  waivers,  HCFA  has 
therefore  included  a  requirement  that,  at  a  minimum,  HCFA  371s  for  years  one 
and  two  of  the  original  waiver  and  a  HCFA  372  for  year  one,  must  be  accepted 
prior  to  the  granting  of  a  renewal. 

Serious  implementation  problems  in  a  few  States  are  more  related  to 
ineffective  program  management  than  to  non-compliance  with  Congressional 
intent.     If  the  lead  State  agency  and  its  community-based  providers  had  no 
prior  Medicaid  experience,  then  serious  problems  were  more  likely  to  occur.  In 
some  cases,  payments  were  being  made  for  services  provided  to  individuals  who 
were  not  Medicaid  eligible  or  whose  eligibility  had  not  yet  been  determined. 
Level  of  care  determinations  were  not  being  conducted  as  specified  in  the 
waiver  application,  or  in  an  objective  manner.     Provider  agreements  often  did 
not  comply  with  Medicaid  requirements,  and  occasionally  payments  were  being 
made  to  unlicensed  or  uncertified  providers.     Financial  accountability  for 
waiver  program  expenditures  was  grossly  lacking.     In  addition  to  requiring 
corrective  actions  to  bring  these  programs  into  compliance,  State  assessments 
have  encouraged  the  State  Medicaid  agency  to  retain  greater  oversight 
responsibility  for  the  overall  administration  of  these  programs.     It  is 
apparent  that  ineffective  program  management  in  these  few  States  is  partly 
attributable  to  the  fact  that  the  lead  State  agency  and  its  providers  were 
unfamiliar  with  general  Medicaid  program  requirements  beyond  Section  2176. 
Some  agencies  were  clearly  unaware  that  aside  from  the  specific  flexibility 
granted  under  Section  2176,   that  other  general  Medicaid  program  requirements 
would  still  be  applied. 

Evaluation  Activities 


Through  HCFA's  Office  of  Research,   the  Department  is  conducting  an 
evaluation  of  the  Section  2176  waiver  program  to  examine  program  impacts  in 
greater  detail  than  possible  through  routine  monitoring  and  reporting  efforts. 


The  evaluation  contractor  is  La  Jolla  Management  Corporation,  with 
SysteMetrics ,  Inc.  participating  as  a  sub-contractor.     The  evaluation  study, 
which  will  run  through  September  1986,  will  produce  annual  reports  on  the  cost 
impact  of  the  Section  2176  waiver  program,  as  well  as  on  other  program 
outcomes . 

In  evaluating  the  cost-effectiveness  of  the  Section  2176  waiver,  it  is 
important  to  distinguish  between  an  assessment  of  a  program's  compliance  with 
statutory  requirements  and  a  more  rigorous  evaluation  of  cost-effectiveness. 
The  legislation  requires  only  that  persons  served  by  the  waiver  meet  ICF,  SNF, 
or  ICF-MR  level  of  care  criteria  and  that  the  average  per  capita  cost  for 
waiver  clients  be  less  than  the  average  per  capita  cost  of  institutional  care 
without  the  waiver.    However,  it  is  entirely  possible  for  Section  2176  waiver 
programs  to  adhere  to  these  requirements  yet  still  cause  aggregate  expenditures 
to  increase,  rather  than  decrease,  for  the  following  reasons: 

•  Waiver  programs  may  serve  persons  who  meet  ICF,  SNF,  or  ICF-MR  level  of 
care  criteria,  (i.e.  they  qualify  for  institutional  care)  but  who  would 
not  have  actually  been  institutionalized  without  the  waiver; 

•  The  diversion  of  waiver  program  clients  from  nursing  homes  may  not  produce 
savings  in  expenditures  for  nursing  home  care  in  areas  where  the  demand 
for  available  beds  exceeds  the  supply,  and  nursing  homes  simply  admit 
other  Medicaid  recipients  who  would  not  have  otherwise  received  nursing 
home  care . 

•  Reductions  in  aggregate  expenditures  under  Medicaid  may  be  offset  by  the 
program's  impact  on  increasing  public  expenditures  under  other  Federal 
programs,  such  as  SSI  and  Medicare. 

Consequently,  it  is  necessary  for  the  assessment  of  cost-effectiveness  to 
look  at  the  broader  impacts  of  the  Section  2176  waiver  program  than  is  possible 
through  an  analysis  of  the  annual  expenditure  reports  submitted  by  States.  The 
independent  evaluation  will  be  collecting  the  additional  data  needed  to  conduct 
a  more  rigorous  analysis  of  the  cost-effectiveness  of  the  program.    These  data 
are  primarily  of  two  types: 

•  data  on  the  functional  and  socio-demographic  characteristics  of  waiver 
program  clients;  and 

•  data  on  total  system  impacts. 
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Data  on  the  characteristics  of  persons  enrolled  in  the  Section  2176  waiver 
program  will  be  compared  to  data  on  the  characteristics  of  persons  in  various 
comparison  groups,  such  as  nursing  home  residents,  persons  admitted  to  nursing 
homes,  and  persons  in  other  (non-2176)  home  and  community-based  service 
programs.    With  these  data,  it  will  be  possible  to  develop  probability 
estimates  that  the  persons  receiving  waiver  services  would  have  been 
institutionalized  but  for  the  waiver. 

Data  on  total  system  impacts  are  needed  to  assess  what  effect  the 
successful  diversion  of  waiver  program  clients  from  nursing  homes  is  having  on 
total  utilization  of  nursing  homes  by  Medicaid  beneficiaries.     In  other  words, 
it  is  necessary  to  look  beyond  the  direct  impacts  on  those  who  are  in  the 
program,  and  examine  the  "ripple  effects"  of  the  Section  2176  waiver  program  on 
the  total  long-term  care  delivery  system.    Trends  in  aggregate  Medicaid 
expenditures  for  nursing  home  care  within  States,  by  levels  of  care,  and  across 
eligibility  groups  will  be  examined.    While  the  number  of  waiver  program 
clients  currently  enrolled  in  many  States  is  still  too  small  to  expect 
measurable  impacts  at  the  system  level,  enrollment  in  several  States  is  already 
sufficiently  large  to  expect  measurable  reductions  in  total  nursing  home 
utilization  by  Medicaid  recipients.    As  total  program  enrollment  continues  to 
grow,  analyses  of  total  system  effects  will  become  more  feasible. 

The  analysis  of  total  system  effects  will  also  attempt  to  disentangle  the 
impacts  of  the  Section  2176  waiver  program  from  the  many  other  factors  which 
also  affect  the  use  of  nursing  home  care.    Reductions  in  nursing  home 
utilization,  or  even  reduced  growth  rates,  cannot  be  attributed  to  the  impacts 
of  the  Section  2176  waiver  without  considering  other  factors  which  may  be 
ffecting  the  long-term  care  system. 

The  evaluation  will  also  produce  estimates  of  Section  2176  program  impacts 
on  total  Federal  costs.     As  previously  discussed,  the  waiver  will  necessarily 
increase  SSI  expenditures,  since  benefits  paid  to  non-institutionalized  persons 
are  higher  than  benefits  paid  to  persons  in  institutional  settings.  Estimates 
will  also  be  made  of  the  impact  of  the  waiver  on  Medicare  utilization  and 
expenditures,  the  Food  Stamp  program,  and  the  Section  8  housing  assistance 
program.     While  data  limitations  prevent  a  full-scale  accounting  of  total 


99 


public  costs  incurred  by  waiver  program  recipients,  the  evaluation  will  collect 
data  on  the  participation  of  waiver  program  clients  in  other  publicly-funded 
programs  on  a  sample  basis. 

Preliminary  Observations  About  Cost-Effectiveness 

While  more  definitive  assessments  of  the  cost-effectiveness  of  the  Section 
2176  waiver  program  must  await  further  data  collection  and  evaluation 
activities,  some  preliminary  observations  about  the  possible  cost  impacts  of 
the  program,  based  on  information  gathered  to  date,  can  be  made: 

•  The  degree  of  restrictiveness  which  States  apply  in  their  program 
admission  criteria  varies  widely.     Some  States  are  interpreting  the 
legislative  requirements  broadly,  and  only  require  that  recipients  of 
waiver  services  would  otherwise  qualify  for  nursing  home  care.  Other 
States  have  interpreted  the  cost-effective  mandate  of  the  program 
stringently,  and  have  applied  targeting  criteria  which  limit  the 
program  only  to  those  persons  who  are  at  imminent  risk  of  actually 
entering  a  nursing  home  if  waiver  services  are  not  made  available. 
For  example,  some  States  require  that  waiver  recipients  be  persons  who 
have  actually  applied  for  nursing  home  admission  or  who  are  on  waiting 
lists  for  nursing  home  placement. 

•  Most  States  agree  that  the  expansion  of  home  and  community-based 
services  under  the  waiver  will  not  control  growth  in  nursing  home 
utilization  and  expenditures  without  controls  on  the  total  supply  of 
Medicaid-certif ied  beds.    Waiver  programs  serving  the  mentally 
retarded  appear  to  have  an  advantage  in  this  regard,  since  State 
Mental  Retardation  agencies  generally  have  direct  control  over  the 
number  of  beds  in  publicly-operated  ICF-MRs.     Programs  which  serve  the 
mentally  retarded  can  therefore  better  coordinate  the  expansion  of 
community-based  services  with  controls  on  the  growth  of  ICF-MR  beds. 
State  Medicaid  agencies,  on  the  other  hand,  usually  have  lesser 
control  on  the  growth  of  Medicaid-certif ied  ICF  and  SNF  beds.  In 
waiver  programs  serving  the  elderly  at-risk  population,  therefore,  the 
cost  controlling  effects  of  the  program  are  generally  more  indirect. 

e      The  evaluation  of  the  cost  impacts  of  Section  2176  waiver  programs 
depends  directly  on  estimates  of  what  Medicaid  expenditures  for 
nursing  home  care  would  have  been  but  for  the  program.     There  is  thus 
an  incentive  for  States  to  inflate  estimates  of  future  trends  in 
nursing  home  utilization  and  expenditures  in  order  to  demonstrate  cost 
savings  in  their  Section  2176  waiver  applications.     For  example,  some 
States  claimed  that  there  would  be  a  substantial  conversion  of 
State-funded  community-based  residential  programs  for  the  mentally 
retarded  over  to  small-scale  ICF-MRs  if  waiver  services  were  not  made 
available  as  an  alternative.    The  estimation  of  cost  savings  under  the 
waiver  program  depends,  to  some  degree,  upon  the  credibility  of  these 
claims . 
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Program  effectiveness  may  be  related  to  the  degree  to  which  States  can 
effectively  integrate  the  delivery  of  home  and  community-based 
services  funded  through  the  waiver  with  services  available  through 
other  programs.    These  other  services  include  Medicare  and  Medicaid 
home  health  (non-waiver)  services;  nutritional  and  other  services 
provided  through  the  Administration  on  Aging  (Title  III);  Section  8 
rental  assistance  and  other  housing-related  services;  and  services 
provided  through  State-funded  programs.    There  is  a  high  level  of 
activity  among  States  to  reorganize  the  administration  of 
community-based  services  to  the  elderly  population  in  ways  which  will 
improve  the  coordination  of  services  across  the  multitude  of  programs 
and  funding  sources  which  are  presently  available.    To  some  extent, 
therefore,  cost  savings  under  the  waiver  program  may  be  related  to  the 
occurrence  of  cross-program  subsidies. 

Due  to  court  orders  mandating  the  deinstitutionalization  of  the 
developmentally  disabled  to  the  least  restrictive  setting  and 
continuing  pressure  from  advocacy  groups,  there  has  been  more 
extensive  development  of  home  and  community-based  alternatives  for  the 
developmentally  disabled  population  than  for  the  at  risk  elderly 
population.     These  community-based  programs  for  the  developmentally 
disabled  generally  receive  the  majority  of  their  revenue  from  client 
SSI  income  and  State  funds.     A  great  many  of  the  clients  served  in 
these  programs  also  meet  ICF-MR  level  of  care  criteria.  Consequently, 
there  is  a  substantial  incentive  in  some  States  to  shift  the  financing 
of  these  programs  from  State-only  funds  to  Medicaid  through  the 
Section  2176  waiver  program  in  order  to  gain  Federal  Financial 
Participation  (FFP).     It  is  apparent  that  some  State  Mental 
Retardation  and  State  Mental  Health  agencies  perceive  the  Section  2176 
waiver  as  a  new  revenue  source  for  home  and  community-based  services, 
not  as  a  program  to  contain  Medicaid  costs.    At  the  same  time, 
however,  waiver  programs  serving  the  developmentally  disabled  are  much 
more  likely  to  use  the  waiver  to  deinstitutionalize  persons  directly 
from  Medicaid-certlf ied  facilities  than  programs  serving  the  aged  and 
disabled . 

The  evaluations  of  demonstration  programs  which  have  experimented  with 
the  delivery  of  home  and  community-based  services  (usually  funded  by 
Section  1115  waivers)  show  that  achieving  cost-savings  often  takes 
time  and  experience.     Programs  need  to  gain  experience  in  how  to 
target  home  and  community-based  services  effectively,  how  to  develop 
coordinated  provider  networks  which  can  deliver  services  efficiently, 
how  to  match  available  services  with  client  needs,  and  how  to  develop 
the  information  systems  which  allow  them  to  monitor  their  programs  and 
make  improvements.    To  this  extent,  Section  2176  waiver  programs  which 
have  evolved  out  of  previous  demonstrations  may  be  truer  examples  of 
the  real  potential  for  home  and  community-based  services  than  waiver 
programs  which  have  had  to  start  from  the  beginning.     Further,  the 
need  for  interstate  communication  of  program  experiences  and  the 
sharing  of  best  practices  is  evident. 
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Appendix  2 
MODEL  WAIVERS 


To  assist  States  in  utilizing  the  Section  2176  waiver  authority  for  specific 
individuals  who  would  otherwise  be  ineligible  for  Medicaid  while  living  at 
home,  the  Department  has  instituted  a  streamlined  "Model  Waiver"  request, 
limited  to  up  to  50  cases  per  request*    Specifically,  the  Model  Waiver  allows 
States  to  use  the  Section  2176  waiver  authority  in  conjunction  with  Section 
1902(a)(10(A)(ii)(VI)  of  OBRA  1981,  as  clarified  by  Section  137(b)(7)  of  the 
Tax  Equity  and  Fiscal  Responsibility  Act  (TEFRA)  of  1982  to  provide  home  and 

community  based  services  to  blind  and  disabled  individuals  who  would  otherwise 

1 

be  eligible  for  Medicaid  only  if  placed  in  an  institution. 

As  discussed  in  Chapter  3,  those  individuals  fall  into  one  of  either  the 
following  two  categories: 

©    individuals  who  are  eligible  for  Medicaid  if  institutionalized  under  the 
300%  income  option,  but  who  are  otherwise  ineligible  for  Medicaid  outside 
of  an  institution;  or 

•    individuals  who  qualify  for  Medicaid  within  an  institution  but  not 
outside  of  an  institution  due  to  SSI  deeming  policies. 

Eligibility  in  Model  Waiver  programs  is  not  restricted  to  just  these  groups, 
however;  persons  who  already  meet  Medicaid  eligibility  criteria  outside  of  an 
Institution  can  also  receive  home  and  community-based  care  in  Model  Waiver 
programs.     In  other  words,  States  can  also  use  the  streamlined  Model  Waiver 
process  to  establish  "mini-2176"  programs.    However,  eligiblity  in  Model  Waiver 


Model  Waivers  are  distinct  from  two  other  options  which  States  may  use  to 
extend  Medicaid  eligibility  to  persons  who  would  otherwise  not  be  eligible  for 
the  program  outside  of  an  institution.     First,  Section  134  of  the  TEFRA 
legislation  in  1982  allows  States,  at  their  option,  to  provide  in  their  State 
plans  for  waiving  deeming  requirements  for  disabled  children  under  18  who  can 
be  cared  for  at  less  cost  at  home  than  in  an  institution.     Second,  the 
Department  has  established  a  temporary  board  to  review  individual  applications 
for  SSI  (not  limited  by  age)  submitted  by  States  (so-called  "Katie  Beckett" 
waivers).    These  other  two  options  extend  Medicaid  eligibility  to  the  same 
target  group  as  Model  Waiver  requests  (persons  not  otherwise  eligible  for 
Medicaid  unless  institutionalized)  but  do  not  authorize  coverage  of  home  and 
community  based  services  for  such  persons  or  allow  the  additional  flexibility 
permitted  under  Section  2176  in  targeting  and  delivering  services. 


programs  is  restricted  to  persons  who  meet  Medicaid  categorical  criteria  for 
blindness  or  disability;  aged  individuals  are  not  eligible  unless  they  also 
qualify  as  blind  or  disabled.     States  with  approved  Model  Waivers  must  also 
meet  all  the  other  statutory  requirements  of  Section  2176,  as  described  in 
Chapter  1. 

As  of  December  31,  1984,  nine  States  had  received  thirteen  approvals  for 
Model  Waivers  (Ohio  has  received  three  separate  approvals).     The  majority  of 
Model  Waivers  are  targeted  to  severely  disabled  children  living  at  home  with 
their  parents.    A  few  States  are  specifically  using  Model  Waivers  to  permit 
children  currently  living  in  institutions  to  return  home  without  loss  of 
Medicaid  eligibility.     Five  programs  provide  coverage  for  case  management 
services  only.     In  these  States,  the  Model  Waiver  is  primarily  being  used  as  a 
way  to  provide  the  target  group  with  access  to  the  usual  range  of  services  in 
the  State's  Medicaid  plan.    The  remaining  eight  Model  Waiver  programs  provide  a 
vast  array  of  home  and  community  based  services  in  addition  to  the  usual 
Medicaid  services.    This  extensive  benefit  package  reflects  the  severe 
disability  of  persons  being  targeted  in  Model  Waiver  programs  and  the  high 
level  of  supportive  care  required  to  keep  them  at  home.    Exhibit  APP-1  provides 
data  on  selected  characteristics  of  Model  Waivers  approved  prior  to  December 
31,  1984. 
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Appendix  3 

Detailed  Exhibits  of  State  Waiver 
Program  Characteristics 
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EXHIBIT  APP-17 
WAIVER  PROGRAM  IMPLEMENTATION  STATUS 


ALL  WAIVER  PROGRAMS 
(N  -  57) 


WAIVER  APPROVAL 

PROGRAM  TYPE  DATE 

AL-1  DO  3/83 

CA-1  DO  11/82 

CA-2  Ml  12/82 

CA-3  A  6/83 

CA-fc  0  10/83 

CO- 1  A/0  8/82 

CO-2  OO-MI  1/83 

CT-1  A/D  12/82 

OE-1  00  9/83 

FL-1  A-00  U/83 

FL-2  A  J»/83 

GA-1  A  6/82 

M  l  - 1  DO  10/82 

Hl-2  A/D  7/83 

HI-3  A/D  12/83 

IL-1  A/D  6/83 

IL-2  DO  9/83 

lA-l  A  5/82 

KS-l  A/D-OD-MI  3/82 

KY-1  DO  9/82 

KY-2  A/0  9/82 

KY-3  A/D  12/83 

ME-1  00  10/83 

HD-1  DO  3/83 

AA-1  A  1/83 

«N-1  A  7/82 

AO-1  A  U/82 


LAG  FROM 

ORIGINAL  ACTUAL  APPROVED 

APPROVEO  IMPLEMEN-        TO  ACTUAL 

EFFECTIVE  TAT  I  ON  START  DATE 

DATE  DATE  (MONTHS) 

10/82  10/82  0 

7/82  7/82  0 

12/82  **/**  N/A 

7/83  7/83  0 

7/83  7/83  0 

7/82  2/83  7 

10/82  7/83  9 

10/82  6/83  8 

7/83  10/83  3 

1/82  U/82  3 

1/82  U/82  3 

10/81  10/81  0 

10/82  10/83  12 

8/83  **/**  N/A 

8/83  8/83  0 

7/83  7/83  0 

7/83  7/83  0 

1/82  1/82  0 

3/82  3/82  0 

7/82  U/83  9 

7/82  7/83  12 

l/8i»  **/**  N/A 

7/83  11/83  ^ 

7/83  **/**  n/a 

1/83  **/»*  N/A 

7/82  7/82  0 

U/82  7/82  3 


EXHIBIT  APP-17 
WAIVER  PROGRAM  I MPLEMSNTAT I QN  STATUS 


ALL  WAIVE 
(N  - 


WAIVER  APPROVAL 

PROGRAM  TYPE  DATE 

MO-2  A  10/82 

MT-1  00  2/82 

MT-2  A/0-00  2/83 

NV-1  00  6/82 

NH-1  DC  11/83 

NJ-1  00  12/82 

NJ-2  A/0  6/83 

NM-1  A/0  8/83 

nm-2  00  12/83 

NY-1  A/0  12/82 

NC-1  A/D  10/82 

MC-2  00  2/83 

NO-l  00  3/83 

NO-2  A/0  12/83 

OR- 1  A/O-OD-MI  12/81 

PA- 1  00  5/83 

Rl-l  A/0  6/82 

RI-2  Ml  U/83 

Rl-3  00  8/83 

SC-1  A/0  8/82 

TX-1  A  u/83 

UT-1  A/D-DO-MI  10/82 

VT-1  DO-MI  6/82 

VA-1  A/D  6/82 

WA-1  A/0  12/82 


PROGRAMS 

57) 

LAG  FROM 

ORIGINAL  ACTUAL  APPROVED 

APPROVED  I MPLEMEN-        TO  ACTUAL 

EFFECTIVE  TAT  I  ON  START  DATE 

DATE  DATE  (MONTHS) 

7/82  7/82  0 

12/81  12/81  0 

7/83  9/83  2 

7/82  7/82  0 

10/83  7/83  N/A 

10/83  10/83  0 

10/83  10/83  0 

7/83  8/83  1 

7/83  *«/**  N/A 

12/82  12/82  0 

7/82  ?/83  N/A 

2/83  8/83  6 

u/83  u/83  0 

10/83  3/8U  5 

12/81  12/82  12 

7/83  7/83  0 

1/82  10/82  9 

u/83  u/83  0 

7/83  7/83  0 

5/82  I/83  8 

1/83  1/83  0 

9/82  7/83  10 

U/82  8/82  k 

6/82  11/82  5 

10/82  8/83  10 


EXHIBIT  APP-17 
WAIVER  PROGRAM  I MPL  SMSNTAT I  ON  STATUS 


ALL  WAIVER  PROGRAMS 
(N  -  57) 


WAIVER 
PROGRAM 


APPROVAL 
DATE 


ORIGINAL 
APPROVED 
EFFECTIVE 
DATE 


ACTUAL 
IMPLEMEN- 
TATION 
DATE 


LAG  FROM 
APPROVED 
TO  ACTUAL 
START  DATE 
(MONTHS) 


WA-2 


10/83 


10/83 


7/83 


N/A 


WV-  1 


A/D-00  12/82 


7/82 


1/83 


Wl 


00 


10/83  10/83 


10/83 


**/**     INOICATES  PROGRAM  NOT   IMPLEMENTED  AS  OF  MARCH   I,    1 984 . 


Appendix  4 

Detailed  Analyses  of  Approved 
Section  2176  Waiver  Formulas 
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EXHIBIT  APP-78 


PROJECTED   AVERAGE    EXPENDITURES   PER  WAIVER  RECIPIENT 


TYPE 


STATE 

PROGRAM 

YEAR  1 

YEAR  2 

YEAR  3 

AL 

DD 

$5 

,  792 

$  12 

.995 

$  14 , 295 

CA 

DD 

$13 

,  903 

$15 

.814 

$  19 , 200 

CA 

MI 

$4 

,  343 

$4 

.  604 

$4 , 880 

CA 

A 

$2 

,912 

$2 

,912 

$2,912 

CA 

D 

$89 

.713 

$  100 

,  760 

$  105 , 980 

CO 

A/D 

$  1 

.  797 

$1 

,  94  1 

$2 . 093 

CO 

DD-MI 

$4 

.670 

$4 

,  704 

$5 , 065 

CT 

A/D 

$2 

.  166 

$836 

$975 

DE 

DD 

$5 

.8  16 

$8 

,  966 

$11, 296 

FL 

A  -  DD 

$2 

.  640 

$2 

,  952 

$3 , 355 

GA 

a  /  n 
A/D 

$1 

.  648 

$1 

.  747 

$  1 , 922 

HI 

DD 

$1  1 

,  85  1 

$12 

.917 

$14, 079 

HI 

a  /r» 
A/D 

$3 

.912 

$4 

,  267 

$4 , 648 

II  T 

H I 

a  /  n 
A/  U 

$7 

.  546 

$7 

.84  1 

18 , bo j 

T  A 

I  A 

A/D 

$187 

$206 

&  o  o  e 

$226 

I  L 

a  /  n 
A/D 

$2 

.  1  15 

$2 

.  1  19 

$2  ,  116 

I  L 

DD 

$7 

,  449 

$12 

.636 

tf"  4  A  TOO 

Kb 

A/D - DD -MI 

$1 

.  326 

$2 

.  891 

$3 , O Jo 

KY 

DD 

$20 

.  346 

$22 

,  387 

$24 ,618 

KY 

A  /  r* 

A/D 

$1 

.  582 

$1 

.  739 

$  1  ,918 

K  Y 

a  /  n 
A/D 

$1 

,  583 

$1 

.  804 

$  1  ,  980 

LA 

A/D-DD 

$927 

$996 

$  1 ,  100 

MA 

A 

$6 

.  304 

$6 

,918 

$7 , 592 

MA 

A/D 

$3 

.  968 

$4 

,  221 

$4 , 486 

MA 

DD 

$33 

.  140 

$38 

.  607 

$40 , 666 

MD 

DD 

$23 

.018 

$26 

,  82  1 

$32 , 493 

ME 

DD 

$8 

.  205 

$11 

.  998 

$13, 282 

MN 

A 

$3 

.581 

$3 

.  888 

$4  ,  284 

MN 

DD 

$19 

,014 

$20 

.  662 

$22 , 432 

MO 

A 

$2 

.204 

$2 

.  389 

$2,48  1 

MO 

A 

$3 

.  370 

$3 

.639 

$3 . 930 

MT 

DD 

$  15 

,  200 

$  16 

.  800 

$17, 600 

MT 

A/D-DD 

$7 

,  707 

$8 

.  977 

$9 , 196 

NC 

A/D 

$5 

,  172 

$5 

.  298 

$5 . 626 

NC 

DD 

$  15 

.  638 

$16 

.  576 

$  17 , 570 

ND 

DD 

$4 

,  820 

$5 

,  138 

$5,221 

ND 

A/D 

$  1 

.  964 

$2 

.059 

$2.  182 

NE 

DD 

$18 

,  165 

$19 

.075 

$20,030 

NH 

DD 

$27 

,016 

$29 

.  438 

$30. 350 

NH 

A/D 

$9 

,  443 

$10 

,009 

$  10. 6  10 

NO 

DD 

$21 

,  531 

$20 

,910 

$21,616 

NJ 

A/D 

$6 

,  730 

$7 

,  270 

$7 , 994 

NM 

A/D 

$3 

,  228 

$3 

,  448 

$3,690 

NM 

DD 

$9 

,  177 

$1  1 

,973 

$14,517 

NV 

DD 

$3 

,  939 

$4 

,  233 

$4,585 

NY 

A/D 

$13, 

,  406 

$14 

,751 

$16,214 

OR 

A/D-DD-MI 

$2, 

,  502 

$2 

,657 

$2,886 

PA 

DD 

$43  . 

.  384 

$46 

,855 

$50, 604 

RI 

A/D 

$5, 

172 

$5 

,  880 

$6, 702 

RI 

MI 

$6, 

388 

$7 

,  62  1 

$8 , 233 

EXHIBIT  APP-78 


PROJECTED  AVERAGE   EXPENDITURES  PER  WAIVER  RECIPIENT 


TYPE 

STATE 

PROGRAM 

YEAR  1 

YEAR  2 

YEAR  3 

n  t 

DD 

$12 

.003 

$  1  2  ,  b<JJ 

il  j, 23  J 

sc 

A/D 

$7 

.857 

$2 . 284 

$  1  ,082 

SD 

DD 

$9 

,  125 

$8,319 

$9,  142 

1  N 

A/D 

$5 

,  329 

$b , i bo 

TX 

A 

$589 

$639 

$690 

UT 

A/D -DD-MI 

$6 

.  174 

$6,786 

$7,38  1 

VA 

A/D 

$4 

,  652 

It"  B      C  A  4 

$b , o4  1 

$6,212 

VT 

DD-MI 

$9 

.000 

$13, 000 

$14,959 

WA 

A/D 

$894 

$  1  , 546 

$2 . 242 

WA 

DD 

$13 

.  979 

WI 

DD 

$20 

.075 

$20, 579 

$2 1 .093 

WV 

A/D-DD 

$  1 

,  05  1 

$2 .  196 

$2,416 

TOTAL 

62 

$4 

,  439 

$5,733 

$6,810 

AVERAGE 

$9 

,8  12 

$  10,966 

$11. 864 

TOTAL 

A/D  34 

$2 

.  884 

$3,433 

$4 . 109 

AVERAGE 

A/D 

$3 

,  872 

$4,073 

$4,378 

TOTAL 

DD-MI  34 

$4 

.  939 

$6 , 940 

$8 . 592 

AVERAGE 

DD-MI 

$12 

,039 

$  13, 767 

$15. 002 

SOURCE 

HCFA  Waiver 

F  i 1 ss . 

NOTES:      Summary  data  for  A/D  programs  excludes  Ca 1 1 f orn 1 a-D . 

Combined  programs  are   included   in  both  A/D  and  DD-MI 
subtotals;    therefore,   expenditures  per  recipient 
include  data  on  all   persons  to  be  served  by  these 
combination  programs. 


Appendix  5 


HCFA  Form-371  and  Detailed  Analyses 
of  Accepted  HCFA-371s 
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EXHIBIT  APP-84 


ESTIMATED  WAIVER  PROGRAM  SAVINGS: 
DIFFERENCE  BETWEEN  STATES'  ACTUAL  LTC  EXPENDITURES  WITH  WAIVER 
AND  STATE'S  ESTIMATE  OF  LTC  EXPENDITURES  WITHOUT  A  WAIVER 


BASIS  FOR  ESTIMATED  SAVINGS  * 


UNADJUSTED  ESTIMATE  ADJUSTED  ESTIMATE 

OF  EXPENDITURES  OF  EXPENDITURES 


STATE 

TARGET 
GROUP 

WAIVER 
YEAR 

WITHOUT  THE 

WAIVER 

WITHOUT  THE 

WAIVER 

DOLLARS 
(IN  1,000s) 

PERCENT 
** 

DOLLARS 
(IN  1,000s) 

PERCENT 
** 

AL 

DD 

1 

$10,698 

16.8% 

$13,349 

20.1% 

GA 

A/D 

1 
2 
1+2 

-$8,679 
$13,484 
$4,805 

-4.7% 
7.1% 
1.2% 

$736 
-$790 
-$53 

0.4% 
-0.4% 
-0.0% 

IA 

A/D  (1) 

2 

$156 

0.1% 

$156 

0.1% 

KY 

DD  (2) 

1 

$12,472 

25.9% 

$4,319 

10.8% 

MT 

DD  (3) 

1 
2 
1+2 

$99 
$2,169 
$2,268 

1.3% 
4.6% 
3.0% 

$616 
$200 
$816 

7.9% 
2.2% 
5.0% 

RI 

A/D 

1 

$3,108 

4.2% 

$97 

0.1% 

SC 

A/D 

1 

$6,814 

6.3% 

-$278 

-0.3% 

SD 

DD 

1 

$4,928 

22.1% 

$3,110 

15.2% 

VA 

A/D 

1 
2 
1+2 

-$11,745 
$38,455 
$26,710 

-7.3% 
17.6% 
5.2% 

$591 
$3,648 
$4,239 

0.3% 
2.0% 
1.2% 

WA 

A/D 

1 

$16,017 

9.8% 

$1,946 

1.3% 

WV 

A/D-DD 

1 

-$1 ,886 

-3.7% 

-$38 

-0.1% 

NOTES:  *     SEE  TEXT  FOR  EXPLANATION  OF  ADJUSTMENTS 

**  PERCENT  SAVINGS  BASED  ON  ESTIMATED  EXPENDITURES  WITHOUT 
WAIVER 

1.  DUE  TO  NON-COMPARABLE  DATA,   IT  WAS  NOT  POSSIBLE  TO  ESTIMATE 
SAVINGS  FOR  YEAR  ONE. 

2.  SAVINGS  MAY  BE  OVERSTATED  SINCE  STATE'S  HCFA-371  NOTED 
UNDER-REPORTING  OF  EXPENDITURES  FOR  HCBC  DUE  TO  CLAIMS 
PAYMENT  LAGS 

3.  WAIVER  PROGRAM  DISCONTINUED  AT  REQUEST  OF  STATE;  SECOND 
YEAR  SAVINGS  BASED  ON  ANNUALIZED  DATA 

SOURCES:     ACTUAL  EXPENDITURES  FROM  HCFA-371  REPORTS 

PROJECTED  EXPENDITURES  WITHOUT  WAIVER  FROM  HCFA  WAIVER  FILES 


Appendix  6 


GLOSSARY 


209(b)  Option  -  Medicaid  option  that  allows  States  to  maintain  more  restric- 
tive requirements  for  Medicaid  eligibility  than  those  established  under  SSI 
regulations.     Standards  may  be  no  more  restrictive  than  those  in  effect  under 
the  State's  Medicaid  plan  on  January  1,  1972  and  no  more  liberal  than  those 
specified  under  SSI.     Fourteen  States  have  chosen  the  209(b)  option. 

300%  Option  -  Gives  States  the  option  of  allowing  higher  income  eligibility 
levels  (up  to  300%  of  the  Federal  SSI  benefit  level)  to  individuals  who  are 
institutionalized.     States  are  also  allowed  to  offer  this  expanded  eligibility 
option  to  individuals  enrolled  in  the  waiver  program,  if  they  use  it  for  the 
institutionalized . 

HCFA  371  Form  -  Annual  report  of  waiver  formula  cost  savings  showing  actual 
long-term  care  expenditures  and  recipients  for  institutional  and  non-institu- 
tional long-term  care  recipients,  for  the  prior  year,  and  projected  over  the 
following  two  years,  on  a  date  of  payment  basis. 

HCFA  372  Form  -  Annual  report  on  expenditures  for  waiver  and  institutional 
recip-  ients  by  type  of  service  and  basis  of  eligibility,  on  a  date  of  service 
basis . 

AAA  -  Area  Agencies  on  Aging.     Local  agencies  that  are  responsible  for  the 
coordination  and  delivery  of  services  funded  under  Title  III  of  the  Older 
Americans  Act. 

ACRG  -  Annual  Compound  Rate  of  Growth. 

BERC  -  Bureau  of  Eligibility,  Reimbursement  and  Coverage  within  the  Health  Care 
Financing  Administration.     Office  involved  in  the  review  and  renewal  of  State 
applications  for  waiver  funding. 

BQC  -  Bureau  of  Quality  Control  within  the  Health  Care  Financing  Administra- 
tion.    Office  responsible  for  overseeing  the  annual  HCFA  Regional  Office  State 
assessments  of  the  waiver  programs. 

Congregate  Living  Arrangement  -  A  residential  community  for  elderly  and 
disabled  individuals  living  in  apartments  with  congregate  support  services 
such  as  meals,  health  and  social  activities. 

Deeming  Option  -  This  expanded  eligibility  option  enables  all  or  some  of  the 
income  and  assets  of  family  members  (specifically  spouse  for  spouse  and  parent 
for  child)  not  be  considered  available  to  waiver  program  applicants,  thus 
enabling  the  applicant  to  obtain  Medicaid  eligibility. 


i 


FFP  -  Federal  Financial  Participation,  also  known  as  the  matching  rate.  The 
proportion  of  Medicaid  charges  that  the  Federal  government  will  cover.  This 
rate  ranges  from  50%  to  78%  depending  on  the  State. 

Group  Home  -  A  supervised  residential  facility  for  mentally  and/or  phsically 
disabled  persons,  usually  serving  fewer  than  15  residents. 

HCBS  -  Home  and  Community  Based  Services  -  Services  provided  under  the  Section 
2176  Waiver  program.  These  often  include  but  are  not  limited  to  the  following 
7  services:  case  mangement,  homemaker,  home  health  aide,  personal  care,  adult 
day  care,  habilitation,  and  respite  care. 

Level  of  Care  Criteria  -  A  classification  system  for  nursing  homes  required  for 
Federal  reimbursement  under  Medicaid  and  Medicare.    The  system  is  based  upon 
the  amount  and  type  of  nursing  care  that  is  required  to  care  for  any  given 
patient . 

•  SNF  -  Skilled  Nursing  Facility.    A  residential  facility  which  provides 
24  hour  nursing  care  and  supervision. 

•  ICF  -  Intermediate  Care  Facility.    A  residential  facility  which  provides 
health  related  care  to  individuals  who  do  not  require  hospital  or  SNF 
level  care,  but  who  require  health  related  care  and  services  above  the 
level  of  room  and  board. 

•  ICF/MR  -  Intermediate  Care  Facility  for  the  Mentally  Retarded.    An  ICF" 
facility  which  provides  specialized  services  for  the  mentally  retarded. 

LTC  -  Long-Term  Care.    Refers  to  long  term  chronic  cases  that  require  treatment 
over  a  long  period  of  time  at  a  level  of  care  which  is  usually  less  than  that 
required  for  hospitalization. 

Medically  Needy  Option  -  A  feature  of  the  Medicaid  program  which  provides 
States  the  option  of  extending  Medicaid  eligibility  to  persons  above  the  income 
standard  who  are  medically  indigent. 

OBRA  -  Omnibus  Budget  Reconciliation  Act  of  1981.    Legislation  that  mandated 
among  many  other  things,  the  Section  2176  Home  and  Community  Based  Waiver 
program. 

ORD  -  Office  of  Research  and  Demonstration  with  the  Health  Care  Financing 
Administration.    The  research  arm  of  HCFA  responsible  for  the  national  2176 
waiver  program  evaluation. 

Social  Service  Block  Grant  -  The  Omnibus  Reconcilation  Act  of  1981  (P.L.  97-35) 
consolidated  the  funding  for  25  categorical  grant  programs  into  7  block  grants. 
The  Social  Service  Block  Grant  (SSBG)  includes  many  home-based  services 
including  homemaker,  chore,  home  health  aide,  personal  care  attendant,  home 
management,  consumer  education  and  financial  counseling.    Health  care  under  the 
Social  Service  Block  Grant  is  limited  to  those  health  services  which  are  tied 
to  a  social  service. 


SSI  -  Supplemental  Security  Income.    Cash  assistance  for  the  aged,  blind  and 
disabled  populations. 

Target  Groups  -  Groups  eligible  for  waiver  program  services  based  on  their 
disability  or  other  State-determined  criteria.    Abbreviations  used  in  this 

report  include: 

A/D  -  Aged/Disabled,  refers  to  impaired  aged  and  non-elderly  physically 
disabled  populations. 

MR  -    Mentally  Retarded  adults  or  children 

DD  -  Developmentally  Disabled,  which  includes  the  mentally  retarded  and 
persons  with  other  developmentally-related  disabilities  (epilepsy, 
cerebral  palysy,  etc.) 

MI  -    Chronically  Mentally  111. 

Title  III  -  Part  of  the  Older  Americans  Act  of  1965,  covers  State  and  community 
programs  on  aging  including  such  in-home  services  as  homemaker,  home  health 
aide,  chore,  and  home  delivered  meals. 

Waiver  Formula  -  The  prescribed  format  for  a  waiver  application  to  show  that 
the  average  per  capita  costs  of  both  institutional  and  home  and  community  based 
services  under  the  waiver  will  not  exceed  the  average  per  capita  expenditures 
in  the  absence  of  the  waiver  program. 


Department  of  Health  and  Human  Services 
Health  Care  Financing  Administration 
Office  of  Research  and  Demonstrations 
6325  Security  Boulevard 
Baltimore,  Maryland  21207 


